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Q- 

A. 

Q- 

A. 

Q. 

A. 

I. QUALIFICATIONS 

Please state your name, position and business address. 

Gary M. Yaquinto. I am the President of the Arizona Investment Council (“AIC”). Our 

offices are located at 2 100 North Central Avenue, Phoenix, Arizona 85004. 

Please summarize your educational background and professional experience. 

I earned B.S. and M.S. Degrees in Economics in 1974 from Arizona State University, as 

well as an MBA from the University of Phoenix in 2005. From 1975 to 1977, I was 

employed by the State of Wyoming as an economist responsible for evaluating the 

economic, fiscal and demographic effects of resource development in Wyoming. From 

1977 to 1980, I was Chief Research Economist for the Arizona House of Representatives. 

From 1980 to 1984, I was employed as an economist in the consulting industry. Since 

1984, I have worked in various capacities in government and the private sector in the area 

of utility regulation, including positions with the Utilities Division Staff of the Arizona 

Corporation Commission, a competitive local exchange telephone carrier and as a 

consultant. I also served as the Chief Economist at the Arizona Attorney General’s 

Office from 2003-2005 and as the Director of the Office of Strategic Planning and 

Budgeting from 2005-2006. I became AIC’s President in December of 2006. 

11. ARIZONA INVESTMENT COUNCIL (“AIC”) 

What is the Arizona Investment Council and what is its mission? 

The AIC is a non-profit association organized under Chapter 501(c)(6) of the Internal 

Revenue Code. AIC’s membership includes approximately 6,000 individuals - many of 
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whom are debt and equity investors in Arizona utility companies and other Arizona 

businesses. 

AIC’s mission is to advocate on behalf of its members’ interests primarily before 

regulatory bodies as well as the Legislature and, specifically, to enlarge and maximize the 

influence of utility investors on public policies and governmental actions that impact 

investors and their investments. 

AIC also works with the Commission and policymakers generally to support investment 

in Arizona’s essential backbone infrastructure as well as improvements to, or remediation 

of, existing facilities. We view this aspect of our mission as complementary to our core 

advocacy of investor interests. Continuing investment in essential, backbone 

infrastructure is critical in support of a well-functioning and robust economy. In 2008, 

AIC published “Infrastructure Needs and Funding Alternatives for Arizona: 2008- 

2032” - a comprehensive study that examined infrastructure and funding requirements 

over that 25-year period in four important areas: energy, water, telecommunications and 

transportation. This report, prepared by economists from Arizona State University, 

estimated investment requirements of about $500 billion to meet our needs in these four 

critical areas over the next two-and-one-half decades. The findings underline Arizona’s 

continuing need for (1) substantial capital attraction and (2) regulatory policies and 

decisions which assist and support that capital attraction. 

3 196054~2/18762-0011 2 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Please summarize AIC’s interest in this case. 

Given our mission as the voice of investors, AIC’s overriding interest in this case is to 

help ensure that Tucson Electric Power Company (“TEP” or the “Company”) can attract 

capital on the best possible terms and rates for investment in Arizona’s energy future. As 

Mr. Bonavia discusses in his direct testimony, the Company can’t continue the progress it 

has made in strengthening its capital structure as well as its credit ratings “without the 

rate relief supported by” TEP’s Application. 

What specific issue does your testimony address in this proceeding? 

The purpose of my testimony is to support the Company’s request to implement an 

Environmental Compliance Adjustor (“ECA”). 

111. TEP’S PROPOSED ECA 

Mr. Yaquinto, please describe TEP’s proposed ECA. 

Company witness Craig Jones discusses the ECA in greater detail at pages 62-64 of his 

direct testimony and also provides a proposed ECA Plan of Administration as his 

Exhibit CAJ-6. But, to summarize, TEP’s proposed ECA is a rate mechanism that will 

allow the Company to more timely recover the costs related to complying with various 

environmental mandates imposed by governmental entities. Under the proposed ECA, 

the Company would be allowed to recover (1) a return equal to TEP’s Commission- 

approved weighted average cost of capital (“WACC”) on its Construction Work in 

Progress, or CWIP, in ECA Qualified Investments and (2) after an ECA Qualified 

’ Paul J. Bonavia Direct Testimony; July 2, 2012; pp. 10-1 1. 

3 196054~2/18762-0011 3 
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Q. 

A. 

Investment is placed in service, a WACC return, together with depreciation expense, 

income and property taxes, deferred taxes and tax credits where applicable and TEP’s 

O&M expenses. 

Do you believe Commission approval of the proposed ECA is an appropriate, 

essential and necessary component of this proceeding? 

Yes, for the following reasons: 

First, the ECA allows more timely cost recovery on future emission control investments 

which are mandated by the federal government and other jurisdictions. These are 

investments over which TEP has no control. 

Second, over the next five years, these investments will be very substantial - on the order 

of up to $400 million. To place that amount in context, this sum represents a huge 

investment for TEP - roughly equal to almost one-fourth of its @&l current rate base. 

Third, the substantial expenditures needed to complete these mandated investments will 

occur over time between rate cases for the Company. This will cause a significant drag 

on earnings and a substantial erosion of investor returns unless TEP is afforded an 

opportunity to recover these costs in a more timely way. Given the very large magnitude 

of these government-mandated environmental compliance costs, I believe the true 

opportunity for TEP to earn its fair rate of return without the ECA is effectively nil. 

4 
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Q. 

A. 

Q. 

A. 

Are there other reasons the Commission should approve the ECA? 

Yes. First, the ECA will provide TEP with cash flow to assist in financing the mandated 

projects and, correspondingly, will help the Company maintain its credit ratings. That 

results in lower financing costs over time, which are passed along to customers through 

reduced upward pressure on rates. 

Second, the ECA adjusts rates gradually as environmental compliance investments are 

made by TEP, rather than postponing them for much larger and more abrupt recovery in 

the Company’s next rate case. The adjustor, therefore, will help to avoid what otherwise 

will be very substantial rate spikes for consumers. 

Finally, the gradual recovery of these costs through the ECA also reduces the need for 

TEP to file rate cases as frequently as they’ll be needed if a regulatory mechanism like 

the ECA is not approved. These cases, of course, are expensive to process for the 

Company, its customers, the Commission and stakeholder groups and those costs are 

added to the tab consumers have to pay. 

Are you aware of other instances where adjustors for environmental investments 

have been approved by the Commission and other regulatory bodies? 

Yes. APS was authorized to implement an environmental cost adjustor several years ago 

which was called the Environmental Improvement Surcharge (“EIS”). As originally 

approved, APS was authorized to impose the surcharge and use its proceeds (subject to a 

cap) directly to fund a portion of environmental projects’ costs. In APS’ last rate case 

3 196054~2/18762-0011 5 
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Q. 

A. 

(Decision No. 73 183; May 201 2), the Commission granted APS a change in its EIS. The 

change involved resetting the existing EIS rate to zero and initiating recovery of capital 

carrying costs for investments made by APS for environmental controls through the EIS 

once the projects are completed and placed in service. Although the mechanics of the 

APS environmental surcharge are different from TEP’s proposed ECA, the purpose of the 

two mechanisms is the same - to provide more timely cost recovery support of 

government-mandated environmental controls. 

Additionally, environmental adjustment clauses or rate riders have been authorized in 27 

states, including Arizona, for over 60 utility companies to more timely deal with the costs 

of government-imposed environmental controk2 Further, a recent study by the Edison 

Electric Institute indicates that environmental expenditures for the electric industry as a 

whole could be as much as $200 billion by 20 15 .3  Those high compliance costs and their 

correspondingly large potential financial impacts on utilities are undoubtedly a primary 

reason why many regulators have authorized adjustment clauses or rate riders for them. 

You mentioned earlier that TEP is proposing that it be allowed to recover carrying 

costs on CWIP through the ECA. 

Yes. 

Regulatory Research Associates, Regulatory Focus, “Adjustment Clauses and Rate Riders: A State-by-State 

EEI study cited at page 25 of Jeff Guldner’s January 18,2012 Testimony in Support of Settlement Agreement; 

2 

Overview,” March 2012. 

Docket No. E-O1345A-11-0224. 

3 
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Q. 

A. 

Q* 

A. 

Is it also your understanding that it is not standard practice for the Commission to 

grant a return on CWIP? 

Yes. 

Why, then, do you think it appropriate for the Commission to grant a return on 

CWIP for these Qualified Investments in the ECA? 

It’s appropriate in this case for three reasons. First, as I mentioned previously, projected 

expenses to meet environmental compliance mandates for TEP over the next few years 

are huge in relation to its current rate base. These are costs that cannot be avoided and 

their magnitude could, and likely will, jeopardize the Company’s financial ratings if 

provision is not made for their timely recovery. Allowing CWIP not only provides 

timely recovery for the Company, it also reduces the amount of total project costs to be 

recovered from customers. If these costs are, instead, accounted for employing an 

Allowance for Funds Used During Construction, they will then be higher and eligible for 

recovery over the life of the asset. That will continue to increase the impact on customer 

bills far into the future. 

Second, because these investments will be constructed over the next several years, absent 

a CWIP allowance, TEP will need to file additional rate cases so as to timely rate base 

these very large investments. Given the fact that the environmental projects covered by 

the ECA are required by the government in order to continue plant operations, there’s no 

issue that TEP must comply and no controversy or concern that the investments are 

3 196054~2/18762-0011 7 
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Q. 

A. 

Q. 

A. 

useful or necessary. Requiring full, multiple rate cases in these circumstances truly 

seems unnecessary, impractical and needlessly expensive. 

Finally, these investments to meet environmental standards are not being made to expand 

capacity in order to serve customer growth and, therefore, increase revenue. A previous 

objection to the use of CWIP in Arizona has, in part, focused on projects related to the 

construction of new capacity to serve growth. But, as Mr. Hutchens explains in his direct 

testimony, this environmental equipment will actually reduce available plant capacity, 

because it requires station power to function (Hutchens Direct Testimony, p. 25). Thus, 

in this case, there are no offsetting increased sales to consider - only non-revenue 

producing costs. 

Is it your understanding that certain legal issues have been raised with regard to 

CWIP in previous cases before the Commission? 

I am not a lawyer, but I am generally aware that legal concerns, which are unique to 

Arizona, have been raised in past cases. I am also aware that other regulatory 

commissions permit the use of CWIP in setting rates and that it is not an uncommon 

practice elsewhere. 

Should the Commission decide against the use of CWIP in the ECA or the ECA 

generally, do you have another mechanism the Commission should consider? 

While the TEP proposal for the ECA is AIC’s preferred approach to address these 

Qualified Investments for the reasons I have discussed, as an alternative, the Commission 

3 196054~2/18762-0011 8 
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Q. 

A. 

could allow this rate case to remain open following issuance of a final order to allow TEP 

the opportunity to submit environmental compliance projects for rate base and return 

inclusion once they have been placed in service. This is similar to the approach approved 

by the Commission earlier this year for the APS Four Corners transaction. As I 

understand it, it is also similar to a process followed to allow the timely rate basing of 

large, required arsenic control investments for water companies. It would allow TEP to 

bring projects as they are completed to the Commission for an authorization to place 

them in rate base and to allow the Company, inter alia, to earn the Commission- 

authorized rate of return on them without the need for a full rate case. While I consider 

the ECA a preferable rate recovery and rate impact mitigation strategy, this “open 

docket” approach is superior to the multiple and frequent standard rate case filing 

solution. 

Does this complete your testimony? 

Yes. 

9 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

I. INTRODUCTION 

Please state your name, position and business address. 

Gary M. Yaquinto. I am the President of the Arizona Investment Council (“AIC”). Our 

offices are located at 2 100 North Central Avenue, Phoenix, Arizona 85004. 

Have you previously filed testimony in this proceeding? 

Yes, I filed direct testimony on December 2 1, 20 12. As I discussed in that testimony, 

AIC’s overriding interest in this case is to help ensure that TEP can attract capital on the 

best possible terms and rates for the investments which are needed to assure the State’s 

energy future. 

11. AIC SUPPORTS THE PROPOSED SETTLEMENT AGREEMENT 

What is the purpose of this testimony? 

My testimony will explain AIC’s support of the Proposed Settlement Agreement which 

was filed by the Commission Staff in this docket on February 4,2012. 

Is AIC a signatory to the Settlement Agreement? 

Yes. After intervening and filing testimony, we participated with the other signatories in 

the discussions and negotiations which led to the execution of the Settlement Agreement 

by more than a dozen parties to the case. We also participated in meetings arranged by 

the Company to discuss technical aspects of the Company’s filings. 

3245208~1/18762-00l I 
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Q. 

A. 

Q* 

A. 

Why does AIC support the Settlement Agreement? 

The primary reason AIC supports the Settlement Agreement is because it contains several 

provisions that are credit supportive including, but not limited to, the $76 million non- 

fuel base rate increase; the Environmental compliance Adjustment mechanism (“ECA”); 

and the Lost Fixed Cost Recovery procedure (“LFCR’). We also note that, generally, 

investors and credit rating agencies look favorably on settlement agreements, because 

they resolve issues, which otherwise could lead to regulatory delay, in a more timely and 

often a more creative way. 

Finally, it’s important to stress that TEP’s current rates were approved in late December 

2008 based on expenses and income in a 2006 test year. The fact that this many years 

later the Settlement Agreement holds the average residential bill impact of the rate 

increase to under $3 .OO in these circumstances is remarkable. 

Are there particular Settlement Agreement provisions which AIC wants to stress? 

Yes. First, the ECA enables the Company to seek recovery of some of the costs 

necessary to meet government-mandated environmental standards without having to go 

through a full rate case. Although this ECA is different than the adjustor mechanism 

proposed by TEP and which I supported in my direct testimony, the Settlement 

Agreement’s ECA is modeled after a similar adjustor which was approved for APS. It is 

an acceptable way to afford more timely recovery on these investments over which TEP 

has little-to-no control. It is credit supportive and will be viewed as such by the markets. 

2 
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Q. 

A. 

It’s equally important to stress that the ECA is also customer-friendly in two ways. First, 

costs to be recovered through the ECA are subject to a cap equal to 0.25 percent of total 

TEP retail revenues. Second, by allowing more timely recovery of some of the costs of 

these governmentally-mandated controls through small adjustments in between rate 

cases, the ECA smooths future consumer rate impacts from general rate increases. 

The LFCR mechanism in the Settlement Agreement is another important feature from our 

standpoint. It helps stabilize earnings which result from unrecovered fixed costs due to 

lower sales volumes caused by energy efficiency programs. 

Additionally, the cost of capital elements contained in the Settlement Agreement, which 

include a 10 percent return on equity, are reasonable in this case and are generally credit 

supportive. 

Are there other reasons for AIC’s support of the Settlement Agreement? 

Yes. The Settlement Agreement provides several other provisions we would note. 

The Settlement Agreement provides an alternative to the LFCR rate mechanism for 

residential customers; thus providing a consumer a choice as to different rate approaches 

which support energy efficiency programs implemented by the Company. The 

Settlement Agreement also assures continuing bill assistance for low-income customers. 

Finally, the AIC continues to believe that settlement agreements provide opportunities for 

creative solutions among parties that would not be available through or produced by 

3 
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111. 

Q. 

A. 

Q. 

A. 

litigated proceedings. Settlements like the one reached in this case also help streamline 

the regulatory process and they lower costs to all parties. 

AIC’S RECOMMENDATION REGARDING THE SETTLEMENT AGREEMENT 

Mr. Yaquinto, what is AIC’s recommendation for the Commission in relation to the 

Settlement Agreement? 

The Settlement Agreement represents an appropriate, productive balance among the often 

widely divergent views of the parties on a broad and challenging set of issues. In 

reaching that accord, the process was open and transparent and the result reflects give and 

take on the part of all participants. It builds on progress from the last rate case and 

should give the Company a realistic opportunity to recover its prudent costs and to earn a 

reasonable rate of return on investment. We recommend the Commission enter its Order 

approving the Settlement Agreement. 

Does that conclude your testimony? 

Yes. 
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KCH-11 ....................................................................... AECC Capital Structure Adjustment 

KCH-12 .............................................................................. AECC Cost of Debt Adjustment 
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DIRECT TESTIMONY OF KEVIN C. HIGGINS 

INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q* 

A. 

Please state your name and business address. 

Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City, Utah, 

841 1 1 .  

By whom are you employed and in what capacity? 

I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies 

is a private consulting firm specializing in economic and policy analysis 

applicable to energy production, transportation, and consumption. 

On whose behalf are you testifying in this proceeding? 

My testimony is being sponsored by Freeport-McMoRan Copper & Gold 

Inc. and Arizonans for Electric Choice and Competition (,‘AECC‘,). AECC is a 

business coalition that advocates on behalf of retail electric customers in 

Arizona. 

Please describe your professional experience and quaIifications. 

My academic background is in economics, and I have completed all 

coursework and field examinations toward the Ph.D. in Economics at the 

University of Utah. In addition, I have served on the adjunct faculties of both the 

University of Utah and Westminster College, where I taught undergraduate and 

graduate courses in economics. I joined Energy Strategies in 1995, where I assist 

Henceforth in this testimony, Freeport-McMoRan Copper & Gold Inc. and AECC collectively will be 
referred to as “AECC.” 
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private and public sector clients in the areas of energy-related economic and 

policy analysis, including evaluation of electric and gas utility rate matters. 

Prior to joining Energy Strategies, I held policy positions in state and local 

government. From 1983 to 1990, I was economist, then assistant director, for the 

Utah Energy Office, where I helped develop and implement state energy policy. 

From 1991 to 1994, I was chief of staff to the chairman of the Salt Lake County 

Commission, where I was responsible for development and implementation of a 

broad spectrum of public policy at the local government level. 

Q. Have you testified before this Commission in other dockets? 

A. Yes. I have testified in a number of proceedings before this Commission, 

including the generic proceeding on retail electric competition (1 998); the 

hearings on the Arizona Public Service Company (“APS”) 1999 Settlement 

Agreement (1 999); the hearings on the Tucson Electric Power (,‘TEP’,) 1999 

Settlement Agreement (1 999); the AEPCO transition charge hearings (1999),’ 

the Commission’s Track A proceeding (2002),6 the APS adjustment mechanism 

proceeding (2003),7 the Arizona ISA proceeding (2003),* the APS 2004 rate case 

(2004): the Trico 2004 rate case (2005),” the TEP 2004 rate review (2005),” the 

APS 2006 interim rate proceeding (2006),12 the APS 2006 rate case (2006),13 

* Docket No. RE-OOOOOC-94-0165. 
Docket Nos. RE-OOOOOC-94-0 165, E-0 1345A-98-047 1, and E-0 1345A-98-0473. 
Docket Nos. RE-OOOOOC-94-0165, E-0 1933A-97-0772, and E-0 1933A-97-0773. 
Docket No. E-O1773A-98-0470. 
Docket Nos. E-00000A-02-005 1 ; E-0 1345A-01-0822; E-00000A-0 1-0630; E-01933A-02-0069; E- 

01933A-98-0471. ’ Docket No. E-0 1345A-02-0403. 
Docket No. E-00000A-01-0630. 
Docket No. E-01345A-03-0437. 

lo Docket No. E-01461A-04-0607. 
‘I Docket No. E-01933A-04-0408. 
’* Docket No. E-01345A-06-0009. 
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TEP's request to amend Decision No. 62103 (2007),14 the TEP 2007 rate case 

(2008),15 the APS 2008 rate case (2008),'6 the APS 201 1 rate case (201 1-12),17 

and the TEP 201 1 Energy Efficiency Plan (2012)." 

Have you testified before utility regulatory commissions in other states? Q. 

A. Yes. I have testified in approximately 145 other proceedings on the 

subjects of utility rates and regulatory policy before state utility regulators in 

Alaska, Arkansas, Colorado, Georgia, Idaho, Illinois, Indiana, Kansas, Kentucky, 

Michigan, Minnesota, Missouri, Montana, Nevada, New Mexico, New York, 

North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, Texas, 

Utah, Virginia, Washington, West Virginia, and Wyoming. I have also 

participated in various Pricing Processes conducted by the Salt River Project 

Board and have filed affidavits in proceedings at the Federal Energy Regulatory 

Commission. 

A more detailed description of my qualifications is contained in Appendix 

A, attached to this testimony. 

OVERVIEW AND CONCLUSIONS 

Q. 

A. 

What is the purpose of your testimony in this phase of the proceeding? 

My testimony addresses seven major topics: 

(1) TEP's request for a non-fuel rate increase of $127.3 million; 

, 
~~ 

l3 Docket No. E-01345A-05-0816. 
l4 Docket No. E-01933A-05-0650. 
Is Docket No. E-01933A-07-0402. 
l6 Docket No. E-01345A-08-0172. 
l7 Docket No. E-01345A-11-0224. 
l8 Docket No. E-O1933A-11-0055. 
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(2) TEP’s proposal to change the structure of the Purchased Power and 

Fuel Adjustment Charge (“PPFAC”); 

(3) TEP’s proposal for adoption of a Lost Fixed Cost Recovery (“LFCR”) 

mechanism; 

(4) TEP’s proposal for adoption of an Environmental Compliance 

Adjustor; 

( 5 )  TEP’s proposal for an energy efficiency resource plan; 

(6) TEP’s recommended ratemaking treatment for its net operating loss 

carryforward as it applies to the Company’s accumulated deferred income tax 

balance; and 

(7) TEP’s proposal for a solar ownership plan. 

In my testimony, I recommend adjustments to TEP’s proposals that I 

believe are necessary to ensure results that are just and reasonable. 

Relative to the wide scope of this general rate proceeding, my 

recommended adjustments are concentrated on a limited number of issues. 

Absence of comment on my part regarding a particular issue does not signify 

support (or opposition) toward the Company’s filing with respect to the non- 

discussed issue. 

What are the primary conclusions and recommendations presented in your 

testimony? 

(1) I recommend that TEP’s revenue requirement be reduced by at least 

$44.525 million relative to the $127.3 million base rate increase proposed by the 

Company in its Application. This reduction does not take into account 

adjustments that may be offered by other parties not addressed in my testimony. 

I 

I 
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(2) I recommend that TEP’s proposal to change the structure of the 

PPFAC be rejected by the Commission. I also recommend that the Commission 

reject TEP’s proposal to change the definition of Long-Term Energy Sales in the 

PPFAC Plan of Administration. Moreover, in retaining the PPFAC as an adjustor 

mechanism, I strongly encourage the Commission to consider adopting a 70/30 

risk-sharing mechanism, similar to what was approved by the Wyoming and Utah 

commissions in 20 1 1. 

(3) I recommend that TEP’s LFCR mechanism be rejected as proposed. 

The mechanism should not be considered unless the following modifications are 

made: 

0 Larger customers (LGS and LLP) should be excluded from the LFCR 

program and recovery of their fixed delivery costs addressed through rate 

design. 

0 The LFCR calculation should be modified such that it is limited to 

unbundled delivery service revenues calculated using the unbundled 

delivery charges stated in TEP’s tariff. 

The LFCR mechanism proposed by TEP fails to recognize load growth. 

The kilowatt-hours used for measuring going-forward lost revenue 

recovery should be limited to the lesser of energy efficiency 

improvements attributable to TEP programs or actual net reductions in 

retail kilowatt-hours sold relative to the retail kilowatt-hours used in 

setting base rates. 

(4) TEP’s proposed Environmental Compliance Adjustor is an example of 

unwarranted single-issue ratemaking, and should be rejected by the Commission. 
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Before considering an annual rider to recover TEP’s environmental upgrade costs, 

the Commission should consider establishing a review process that subjects these 

investments to Commission and stakeholder review, including consideration of 

alternative actions, well in advance of the arrival of the projects as proposed 

additions to rate base. 

(5) TEP proposes to amortize the recovery of energy efficiency expenses 

over four years. I do not object to the proposed four-year amortization, but I 

disagree with TEP’s proposed ROE premium of 200 basis points on energy 

efficiency investment, and recommend that the proposed premium be rejected. 

Further, I recommend that on a going-forward basis, the overall costs of TEP’s 

energy efficiency programs be kept within 3.0 percent of customers’ total bills 

and that the DSMS for non-residential customers be assessed on an equal 

percentage basis, as proposed in the TEP EE settlement agreement filed in Docket 

No. E-01933A-11-0055. I recommend that these rate impact and rate design 

parameters be a condition of any TEP energy efficiency resource plan approved 

by the Commission. 

(6) With respect to the net operating loss carryforward, I recommend that 

the Commission recognize the accumulated deferred income tax asset as proposed 

by TEP in setting rates in this case, but also require TEP to establish a regulatory 

liability when bonus tax depreciation associated with plant included in rate base in 

this case is applied against future tax years. 

(7) I recommend that the Commission deny TEP’s request for approval for 

four consecutive years of solar project investments. It is essential that the 

Commission retain direct control over approving each year’s REST budget. TEP 
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should not be granted a four-year authorization to build solar projects when the 

cost consequences to customers fkom future REST filings remain unknown. 

ADJUSTMENTS TO BASE REVENUE INCREASE 

Q. 

A. 

What increase in base revenues is TEP recommending in this case? 

In its Application, TEP is requesting a non-fuel rate increase of $127.3 

million, or 15.3 percent, to become effective on or before August 1,2013.” 

This requested increase is accompanied by a proposal to remove all fuel 

and purchased power expense from base rates and shift cost recovery of these 

items entirely to the PPFAC; currently, the PPFAC serves only as an adjustor 

mechanism that recovers from, or credits to, customers fuel and purchased power 

expense to the extent this expense deviates from the level set in base rates. As 

part of its filing, TEP is projecting an increase of fuel and purchased power costs 

of $23.5 million over the amount currently recovered in base rates.2o If TEP’s 

proposal to separate all fuel and purchased power expense from base rates is 

rejected, then TEP is seeking to recover this projected increase of $23.5 million of 

fuel and purchased power costs through its base rates, resulting in a total base rate 

increase of $150.8 million per year. However, the incremental fuel and purchased 

power cost of $23.5 million is already being recovered ftom customers through 

the 2012 Forward Component of the PPFAC; thus, the inclusion of these latter 

I9 Direct testimony of David G. Hutchens, p. 3. 
2o Calculated as $292,189,698 - $268,253,221; from TEP Responses to STF 9.14.a and STF 9.12.c. 
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costs in base rates would not represent a net increase in overall rates to 

customers. 

Do you have any recommended adjustments to TEP’s proposed base rate 

increase? 

21 

Yes. I am recommending a reduction of $44.525 million to TEP’s 

proposed base rate increase relative to the Company’s Application. This 

recommendation is presented in Exhibit KCH- 1 and is summarized in Table 

KCH-1 and consists of the following adjustments, each of which will be discussed 

inturn: 

The amount recovered by the 20 12 Forward Component of the PPFAC is actually $24.3 million. See 
TEP Response to STF 9.12.c. 
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Table KCH-1 
Summary of AECC Adjustments to TEP Revenue Requirements 

Rate Base Adjustments 
Sahuarita - Nogales Transmission Line Disallowance 
2012 Average Rate Base Adjustment 

Post Test Year Capital Additions 
2012 Rate Base Accum Depr. & ADIT 

Rewnue Adjustments 
Springerville Third Party Revenue Recognition 

m n s e  Adjustments 
Payroll Expense Adjustment 
Overhaul Adjustment 
Injuries & Damages Adjustment 
Lime lbpense Adjustment 
Incentive Compensation Adjustment 

Cost of Capital Adjustments 
Capital Structure Adjustment 
Cost ofDebt Adjustment 
Return on Equity Adjustment 

ACC 
Jurisdictional 
Adjustment 

Amount 
[$OOOS) 

($4,375) 

($376) 
($7,367) 

($7240) 

($1,915) 
($27371) 

($101) 
($836) 

($3,052) 

($5,632) 

($6,624) 
($1,188) 

Allowed Return on New TEP Headquarters Building Adj. ($2,389) 

REST-Related Adjustment 
Post-Test Year Renewables Adjustment ($1,059) 

Total AFCC Adjustments ($44,525) 

Sahuarita - Nogales Transmission Project 

What is the Sahuarita-Nogales transmission project? Q. 

A. This project was intended to provide Arizona’s first significant 

transmission link to Mexico, as well as provide additional transmission to Santa 

Cruz County, a territory that was served by Citizens Utilities, TEP’s initial partner 

in the venture. 
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Q. 

A. 

How did TEP come to be involved in this project? 

In 1999, the Commission had approved a settlement agreement that 

required Citizens to build a second transmission line to serve customers in Santa 

Cruz County. According to TEP witness Michael J. DeConcini, TEP was 

concerned that the construction of the new Citizens line “would preclude future 

transmission projects in the region, including a new link to Mexico,”22 which TEP 

had been contemplating as far back as 199 1. Accordingly, TEP approached 

Citizens and proposed a joint transmission project that would provide a second 

transmission source in Santa Cruz County, as well as provide the major link to 

Mexico that TEP sought. 

In 2000, TEP and Citizens entered into a Memorandum of Understanding 

(“MOU’’) to design, site, permit, and build the project. In January 2002, the 

Commission approved a Certificate of Environmental Compatibility (“CEC”) for 

the project for construction along a western corridor. However, in March 2005, 

the U.S. Forest Service released a final Environmental Impact Statement 

indicating that a central corridor was its preference. According to Mr. DeConcini, 

because that preference “conflicted with the Commission’s decision, TEP was left 

without authorization to build the line along a single route.”23 

What is the current status of the project? Q. 

A. According to Mr. DeConcini, TEP and Citizens’ successor, UNS Electric, 

a TEP affiliate, are “leaning toward abandoning the 

cites the difficulties in coming to agreement with the Forest Service on a path for 

Mr. DeConcini 

~ 

** Direct testimony of Michael J. DeConcini, p. 39, pp. 5-6. 
23 Ibid, p. 39. 
24 Ibid, p. 40. 
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the line, the high cost of completing the project, and the limited progress in 

reaching an interconnection agreement with Mexico as contributing factors in 

moving toward this decision. Moreover, lower-than-projected load growth in the 

UNS Electric service territory and other, less expensive upgrades to the local 

transmission system apparently have obviated the need for the project to serve 

local needs. 

What has TEP proposed in this case with respect to recovery of the costs of 

the Sahuarita-Nogales transmission project? 

TEP is proposing to establish a regulatory asset that will allow recovery of 

$8.9 million in Sahuarita-Nogales transmission project development costs over a 

three-year amortization period. In addition, the unamortized balance would be 

included in rate base and earn TEP’s authorized rate of return. Further, $2.1 

million in land costs would be included in rate base, but not included in the three- 

year amortization. 

What is your recommendation to the Commission regarding the recovery of 

Sahuarita-Nogales transmission project costs from TEP ratepayers? 

I recommend that the Commission reject TEP’s proposal to recover 

Sahuarita-Nogales transmission project costs from TEP ratepayers. These costs 

should be disallowed in their entirety. This project, which is on the verge of 

being abandoned, is not used and useful and does not - and will not - provide any 

benefits to TEP ratepayers. 
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expenditure to develop this project was prudently incurred. He also refers to the 

Commission’s “directive to develop the proje~t.”~’ 

I disagree with Mr. DeConcini’s characterization of prudency. In 

Decision No. 6201 1, (November 2, 1999) the Commission directed Citizens to 

develop the initial project to improve service in Santa Cruz County. The 

Commission’s directive to Citizens to improve service to its customers causes no 

cost implications for TEP customers. It was later, in fixtherance of its objectives 

to interconnect with Mexico, that TEP interposed in Citizens’ efforts to upgrade 

its local system. However, the subsequent approval of the Sahuarita-Nogales 

CEC was limited to environmental considerations and neither confers a finding of 

prudence nor assurance of cost recovery. 

Are you familiar with TEP’s regulatory circumstances at the time the 

Company entered into the MOU with Citizens to develop ,the project? 

Yes. In 1999, the Commission approved a settlement agreement that was 

intended to transition TEP to retail electric competition?6 The MOU with 

Citizens was signed the very next year. Under the terms of the 1999 Settlement 

Agreement, TEP’s retail rates were capped until January 1, 2009. During that 

time period, all profits from TEP’s off-system sales were retained by the 

Company and not shared with customers. Moreover, Section 3.1 of the 1999 

Settlement Agreement required divestiture of TEP’s generation assets by 

December 3 1,2002, which would have resulted in TEP’s retail rates being driven 

25 Ibid, p. 40. 
26 Docket Nos. RE-OOOOOC-94-0165, E-01933A-97-0772, and E-01933A-97-0773. 
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by the pass-through of market prices upon expiration of the rate cap. Under such 

circumstances, the profits from off-system sales and purchases from Mexico 

would have inured solely to TEP shareholders. The divestiture requirement was 

in force until September 10,2002, when the Commission’s Track A decision 

directed TEP to cancel its plans for the divestiture of its assets. Thus, at the time 

TEP entered the MOU with Citizens, the Company’s expectation was that all 

profits from wholesale transactions with Mexico would be retained by 

shareholders, and not shared at all with customers. The corollary is that TEP 

clearly undertook its Sahuarita-Nogales venture solely at shareholder risk. 

Significantly, even after the Commission’s Track A decision, TEP 

steadfastly maintained that its retail rates after January 1,2009 would be set by 

market prices. In September 2005, TEP filed a motion to amend Decision No. 

62 103 in which the Company sought resolution over whether TEP was entitled to 

charge market-based rates for generation service under the 1999 settlement 

agreement.27 Then, as recently as TEP’s last rate case, the Company argued that 

it was entitled to set retail rates for generation service using a market-based 

formula tied to the forward market price at Palo Verde.28 Although others (myself 

included) disagreed with TEP’s interpretation of the requirements of its future 

pricing structure, if TEP’s interpretation had been upheld by the Commission, 

then it would have followed that all hture profits from transactions with Mexico 

would be retained by shareholders. It was not until May 29,2008, when TEP 

entered a settlement agreement in Docket No. E-01933A-05-0650, that TEP 

*’ Docket No. E-0 1933A-05-0650. 
*’ Docket No. E-01933A-07-0402. See direct testimony of James S. Pignatelli, esp. pp. 4-7, 14. 
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finally relinquished its market pricing argument. But by that time, the Sahuarita- 

Nogales transmission project had already ground to a regulatory standstill. The 

upshot is that funds expended by TEP in furtherance of interconnection with 

Mexico should be viewed in the context of TEP’s advocacy prior to May 2008 for 

market pricing of its retail generation service. 

In summary, TEP’s request to recover costs associated with the Sahuarita- 

Nogales transmission project should be denied. This project is not used and 

useful and provides no benefits to TEP customers. Moreover, TEP’s pursuit of 

this project was initiated at a time in which TEP intended that the full benefits of 

profits from power sales and purchases to and from Mexico would inure to 

shareholders. Thus, the development costs associated with this project were 

undertaken solely at shareholder risk. 

What is the impact on TEP’s jurisdictional revenue requirement from your 

adjustment? 

My adjustment to disallow recovery of expenditures related to the 

Sahuarita-Nogales transmission project is shown in Exhibit KCH-2. This 

adjustment reduces TEP’s ACC jurisdictional revenue requirement by 

approximately $4.375 million. 

Post-Test Year Adjustments 

What is meant by the term “test year” as used in ratemaking? 

“Test year’’ refers to a discrete twelve-month period that is used as the 

basis for setting utility rates in a general rate proceeding. This term is often used 

interchangeably with the term “test period,” although some jurisdictions make a 
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fine distinction between the two, with “test year” referring to the baseline period 

for which underlying historical financial and operating data must be reported and 

“test period” referring to the twelve-month period used for setting rates. When 

this distinction is made, test year and test period can be coterminous, overlapping, 

or entirely distinct time periods. 

What test year is TEP using in its application? 

Officially, the test year that TEP is using for revenue requirement 

purposes is Calendar Year 20 1 1. As such, TEP begins its analysis by presenting a 

Calendar Year 201 1 baseline that sets out the Company’s twelve-month revenue, 

expense, and investment levels. These results are then adjusted for ratemaking 

purposes, which is typical in most general rate proceedings. However, in most 

ratemaking contexts, the test period analysis that results from such adjustments 

can be readily described with reference to a discrete time period, e.g., “201 1 

historical test year with known and measureable changes through 12/3 1/12,” or 

“2012 projected test period,” etc. 

TEP’s filing defies such a clear description. While the basis of the 

Company’s filing starts with 201 1 actual revenues, expenses, and investment, the 

filing incorporates various revenue, expense, and investment elements that are 

adjusted for values that either occurred or are projected to occur variously in 

2012,2013, or even 2014, but without adhering to a consistent time frame for all 

adjustments. The disparate time frames used by TEP for its test period 

adjustments are highlighted in Table KCH-2, below, which identifies the time 

period applicable to selected TEP proposed adjustments. 
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Table KCH-2 
Time Frame for Various TEP-Proposed Adjustments 

~ 

Adjustment 
Rate Base 

Payroll Expense 

Incentive 
Compensation 

Lime Expense 

Fuel & Purchased 
Power 
Retail Sales 

Property Tax 

Time Frame For Valuation 
Year ended 201 1 plant balances, 
with capital additions through 
20 12. Accumulated depreciation 
calculated for the period Dec. 
2012-Sep. 2013 for Post-Test 
Year Renewables. 
Escalated by 3% for 2012, and 
again by 3% for 2013. 

Adjustment based on an average 
of adjusted 2009 through 201 1 
incentive compensation levels, 
escalated by 1% for each year 
2010 through 2014. 
Jan.-Apr. 2012 data for net lime 
cost per MWh forms the basis of 
an annual adjustment to 201 1 
lime expense for Springerville 
Unit 2. 
Year ending March 31,2013. 

Weather normalized and 
annualized to end of 201 1 
customer count. 

The property tax assessment rate 
for 2013 and the average 
property tax rate for 2012, 
applied to adjusted utility plant 
including Post-Test Year 
additions. 

Reference 
Bonavia, p. 14; 
TEP Rate Base - Post Test 
Year Renewable Workpaper, 
Bates No. TEP(0291)007697. 

TEP Income - Payroll Expense 
Workpaper, Bates No. 
TEP(O29 1)007252. 

TEP Income - Incentive 
Compensation Workaper, 
Bates No. TEP(O291)007213. 

TEP Income - Lime Expense 
Workpaper, Bates No. 
TEP(029 1)007230. 

TEP 6. TEP PPFAC DFD- 
8.xlsx Workpaper. 
Jones, pp. 6, 10. 

Kissinger, p. 42.; 
TEP Income - Property Tax 
Workpaper, Bates No. 
TEP(029 1)007304. 

In my view, TEP’s blending of a Calendar Year 201 1 test year with 

adjustments that are from disparate time periods results in a test period that is ill- 

defined and unsynchronized. 

7 Q. What do you mean by “unsynchronized” test period? 
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A test period is considered to be fully synchronized when all elements 

used in ratemaking - i.e., rate base, revenues, and expenses - correspond to the 

very same time period, both with respect to the twelve-month period selected for 

measurement (e.g., Calendar Year 201 1) as well as when during the selected 

period these values are being measured (i.e., end-of-period values versus average- 

of-period values). Conversely, a test period is considered to be unsynchronized 

when all elements used in ratemaking do not correspond to the same time period. 

In general, is it preferable for test periods to be fully synchronized? 

Yes. A fully-synchronized test period adheres to what is known as the 

“matching principle.” Measuring rate base, revenues, and expenses over the same 

twelve-month period and in the same manner (i.e., end-of-period or average-of- 

period) properly aligns these major ratemaking elements, ensuring the most 

reasonable basis for measuring whether the utility’s rates provide it with a 

reasonable opportunity to earn its authorized rate of return. In contrast, an 

unsynchronized test period creates the potential for mismatches among 

ratemaking elements that distort the proper measurement of the utility’s rate of 

return over the test period. 

What is TEP recommending with respect to post-test year plant 

adjustments? 

TEP is proposing that two sets of post-test year plant adjustments be 

recognized for ratemaking purposes, which the Company refers to as “post-test 

year” and “post-test year renewable.” Because the ratemaking treatment of the 

“post-test year renewable” plant interacts with cost recovery through the 

Renewable Energy Standard and Tariff (“REST”), I will treat the renewable and 
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non-renewable post-test year plant separately. As proposed, the (non-renewable) 

post-test year plant adjustments add $22.8 million in total Company net plant2’ 

associated with facilities that are scheduled to come on line after December 3 1, 

201 1 , but which are projected to be in service by December 3 1,2012. 

What is your assessment of TEP’s proposal for post-test period plant 

adjustments? 

Q. 

A. In general, TEP’s proposal for post-test period plant additions is 

problematic in that it attempts to recover a return on (projected) new plant in 

service that is not synchronized with the underlying test year. One potential 

problem with this unsynchronized approach is that the cost of new plant added 

through December 3 1,2012 would be recovered in rates that are calculated based 

on the level of retail sales that existed at the end of 201 1, rather than the sales that 

are projected for 2012, consistent with the proposed recovery of the cost of the 

new plant. However, in this particular circumstance, TEP’s retail load in 2012 

appears to be nearly identical to that experienced in 201 1 , mitigating this potential 

pitfall. 

My concerns about unsynchronized test period notwithstanding, there may 

be a case for recognizing post-test period plant additions because TEP may not 

have the ability to pursue the more straightforward option of filing a rate case 

using a fully-projected (i.e., future) test period, an option that is available to many 

other utilities in the country. R14-2-103 defines test year as “the one-year 

historical period used in determining rate base, operating income and rate of 

return.” [Emphasis added] R14-2-103 goes on to state that “the end of the test 

29 Source: TEP Rate Base - Post-Test Year Workpaper. 
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year shall be the most recent practical date available prior to the filing.” While I 

can offer no legal opinion on this language, one possible interpretation is that only 

historical test periods may be used to set rates in a TEP rate case. For a utility 

that is adding new capital investment, limiting cost recovery to plant that is in 

service no later than December 3 1,201 1 - for a rate effective period starting in 

2013 - creates predictable concerns about regulatory lag. The inclusion of post- 

test period plant is an obvious attempt to address this concern while maintaining 

the formality of an historical test period. 

Given the preceding discussion, do you support TEP’s proposed post-test 

year plant additions adjustment as filed? 

No, I do not. On balance, I support some recognition of post-test year 

plant additions, but not as proposed by TEP. I have two specific objections to 

TEP’s proposal for (non-renewable) post-test year plant, which I address through 

two adjustments. In addition, I have a separate objection to a portion of the 

renewable plant additions, which I address in a separate discussion in my 

testimony. 

Please proceed. What is your first basis for objecting to TEP’s proposal for a 

post-test year plant adjustment in the form requested by the Company? 

The first basis is that TEP proposes to recognize its post-test period rate 

base adjustments as projected end-of-period values rather than average-of-period 

values. 

What does it mean for rate base to be projected to an end-of-period value? 
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It means that for the purpose of setting rates, TEP is proposing to use its 

forecasted value of the rate base additions on the last day of its proposed 

measurement period for the plant additions, December 3 1,2012. 

Please explain your disagreement with TEP regarding the use of end-of- 

period rate base for the plant additions. 

The sole justification for using an end-of-period rate base is to address 

utility concerns about regulatory lag. According to the regulatory lag argument, 

utilities are challenged to earn their authorized rates of return on investment 

during periods of system expansion when historical test periods are used for 

setting rates. One means of reducing regulatory lag is to use a projected test 

period - or in this instance, an adjustment for projected plant additions - rather 

than a strictly historical measurement period. An entirely separate means of 

reducing regulatory lag is to adjust rate base in an historical test period to an end- 

of-period value, as this will cause the utility’s authorized rate of return to be 

applied to the year-ending value of net plant in service. To this end, TEP already 

uses end-of-period values for its Calendar Year 201 1 test year (in addition to 

various adjustments that apply 2012 and 2013 values, as noted above). 

However, in offering its plant additions adjustment, TEP proposes to 

combine 

thus “doubling up” the attrition mitigation mechanisms. In my experience, 

jurisdictions seldom allow end-of-period values to be used for a projected (or 

forecasted) test period or measurement period. In a recent example, in its 2009 

general rate case in Wyoming, PacifiCorp attempted to combine an end-of-period 

rate base with a projected test period. Although the revenue requirement for the 

a projected measurement period gncJ an end-of-period rate base, 
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1 case was resolved through stipulation, the Wyoming Commission expressly 

2 prohibited PacifiCorp from filing its next rate case using the combination of a 

future test period and an end of period rate base. 3 

In the event the Company makes a filing using a forecast test year, the 
Commission expects it to utilize an average rate base and not an end-of-period 
rate base. If the Company seeks to use an end-of-period rate base, it must include 
in the application a persuasive demonstration that its use would be appropriate. In 
addition, if the Company uses a forecast test year in its next application, it must 
[i] present the application using an average rate base and [ii] submit historical test 
year data, adjusted for known and measurable changes. In Paragraph 25 of the 
Stipulation, the Company has agreed to submit historical test ear data with its 
next general rate case application for informational purposes? [Italics in 
original.] 

4 
5 
6 
7 
8 
9 

10 
11 
I2 
13 
14 
15 In short, an end-of-period rate base should only be contemplated when 

applied to an historical test period or measurement period. The proper 16 

measurement for a projected rate base is average-of-period value. Since the value 17 

of rate base changes each month as new plant is added and existing plant 18 

depreciates, determining rate base by averaging each month’s value ensures that 19 

the asset base upon which the utility will earn a return is reflective of its “typical” 20 

value during the course of the test period or measurement period. 21 

Q. What is your recommended change to TEP’s post-test year plant additions to 22 

address this concern? 23 

24 A. I recommend that the rate base used for TEP’s post-test year plant 

additions be modified to an average-of-period value over the post-test year 25 

measurement period, January 1 , 2012 through December 3 1,2012. The change is 26 

presented in Attachment KCH-3. As part of this adjustment, I have recognized 27 

depreciation expense associated with the post-test year plant additions incurred in 28 

Wyoming Public Service Commission, Docket No. 20000-352-ER-09 (Record No. 123 lo), et al. Final 30 

Order at 33. 
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2012; it is my understanding that TEP inadvertently failed to include this 

expense?l This adjustment reduces the TEP revenue requirement by 

approximately $0.376 million relative to TEP’s filed case. 

What is your second basis for objecting to TEP’s proposal for a post-test 

year adjustment in the form requested by the Company? 

TEP’s recommended inclusion of post-test year plant additions in 2012 

fails to recognize that its existing plant will have depreciated in 2012. If new 

plant is to be recognized in rate base based on 2012 additions, then it is essential 

to recognize the increase in accumulated depreciation associated with existing 

plant in that same year. Otherwise, customers will be unfairly disadvantaged by 

the inconsistent valuation dates used for post-test year plant and existing plant. 

What is your recommended change to TEP’s accumulated depreciation to 

address this concern? 

I recommend that if post test-year plant additions are recognized in rate 

base, then accumulated depreciation (and accumulated deferred income taxes) 

associated with existing plant should also be recognized. As I have already 

adjusted TEP’s post-test year plant additions to an average-of-period value, the 

accumulated depreciation associated with existing plant should also be measured 

on an average-of-period basis over the post-test year measurement period, January 

1 , 201 2 through December 3 1 , 2012. The change is presented in Exhibit KCH-4. 

This adjustment reduces the TEP revenue requirement by approximately $7.367 

million relative to TEP’s filed case. 

31 TEP Response to AECC 16.4. 
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How should accumulated depreciation associated with existing plant be 

treated if post test-year plant additions are recognized using end-of-period 

2012 values rather than average-of-period 2012 values? 

If post test-year plant additions are recognized using end-of-period 2012 

values, then accumulated depreciation associated with existing plant should also 

be recognized using end-of-period 2012 values, in order to remain synchronized. 

Springerville Units 3 and 4 Revenues 

What has TEP proposed with respect to payments the Company receives for 

use of common and coal handling facilities at TEP’s Springerville Units 3 

and 4? 

As discussed in Mr. DeConcini’s testimony, TEP charges the owners of 

Springerville Units 3 and 4 approximately $14 million for the use of common and 

coal handling facilities. TEP proposes to split these revenues 50/50 between 

shareholders and customers. 

Do you agree with TEP’s approach? 

No, I do not. TEP customers pay for the costs of Springerville Units 1 and 

2. Fees charged to the owners of Springerville Units 3 and 4 for the use of 

common and coal handling facilities should be dedicated entirely to mitigating the 

costs charged to customers for the operations of Springerville Units 1 and 2, 

rather than partially directed to shareholders. 

In the period since the last rate case, TEP has had the full benefit of these 

revenues. TEP is now seeking to increase customer rates by over 15 percent. It is 

incumbent upon the Commission to ensure that every dollar of the revenues 
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contributed by owners of Springerville Units 3 and 4 for the use of shared 

facilities are used to mitigate TEP’s proposed rate increase. 

Q. What is your recommendation to the Commission regarding the treatment of 

revenues from the owners of Springerville Units 3 and 4 for the use of coal 

and common facilities? 

A. I recommend that 100 percent of the revenues from the owners of 

Springerville Units 3 and 4 for the use of coal and common facilities be credited 

to customers. This adjustment is presented in Exhibit KCHJ. This adjustment 

reduces TEP’s ACC jurisdictional revenue requirement by approximately $7.240 

million relative to TEP’s filed case. 

Payroll Expense 

What has TEP proposed regarding payroll expense? Q. 

A. Payroll expense is discussed by TEP Witness Karen Kissinger. Ms. 

Kissinger explains: 

The Payroll Expense Adjustment is intended to reflect a normal level of salaries 
and wages in test year operating expenses. The Payroll Expense Adjustment was 
computed based on an average of O&M wages for 20 10 and 20 1 1, and reflects the 
known and measurable wage increases of 3.75% effective January 9,2012 for 
classified employees, and approximately 1% effective March 19,20 12 for 
unclassified employees. 

Q. Have you reviewed the details of TEP’s payroll expense adjustment? 

A. Yes, I have. TEP’s payroll adjustment escalates the average of TEP’s 

2010 and 201 1 wage expense by 3 percent for 2012, presumably to reflect the 

3.75 percent increase for classified employees and approximately 1 percent 

increase for unclassified employees referenced in Ms. Kissinger’s testimony. 
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However, in deriving the 3 percent average increase, TEP rounded up the blended 

average of its actual increase from 2.5 percent to 3.0 percent.32 

In addition, TEP goes on to apply a second 3.0 percent escalator for 20 13 

to produce the Company’s adjusted test year payroll expense in this case. 

What is your assessment of TEP’s proposal? Q. 

A I disagree with TEP arbitrarily “rounding up” the actual 20 12 increase 

from 2.5 percent to 3.0 percent. I also disagree with TEP’s inclusion of a second 

3.0 percent increase in payroll expense for 2013. The test year in this case is 

20 1 1. TEP proposes a pro forma adjustment to payroll expense to include 

projected cost increases for the twelve-month period beyond the test year. The 

merit of that adjustment may be arguable in the context of an historical test 

period, which is nominally being used in this case; however, I have accepted other 

adjustments to include 2012 projected costs, and am prepared to accept this 

adjustment as well. However, the second escalator extends TEP’s pro forma 

adjustment twenty-four months beyond the test period. I believe this is far too 

much of a stretch. Moreover, the use of a 20 13 payroll escalator is unmentioned 

in TEP’s direct case and therefore unsupported in its filing. 

Q. What is your recommendation to the Commission regarding payroll 

expense? 

A. The 2012 increase in payroll expense should be calculated using the actual 

2.5 percent increase rather than rounded up to 3.0 percent, as TEP has done. 

Further, TEP’s use of a second 3.0 percent payroll expense escalator for 2013 

should be rejected. I present my adjustment to TEP’s proposal in Exhibit KCH-6, 

32 Source: TEP Workpaper “Income - Payroll Expense.” See also Exhibit KCH-6, p. 4. 
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which also includes a conforming adjustment to TEP’s payroll tax expense 

adjustment. My recommended adjustment reduces TEP’s ACC jurisdictional 

revenue requirement by approximately $1.915 million relative to TEP’s filed case. 

Generation Overhaul Expense 

What has TEP proposed with respect to generation overhaul expense? 

Generation overhads occur over multi-year cycles. For this reason, the 

expense incurred in any one test period may not be reasonably representative of 

going-forward expense. To address this concern, it is appropriate to normalize 

generation overhaul expense using a representative time period. 

TEP normalizes generation overhaul expense by combining historical data 

from 2004 through 201 1 with projected overhaul expenses extending out to 2020. 

Do you agree with TEP’s approach? 

No. I do not agree with TEP’s use of projected expenses through 2020. 

This approach is far too speculative. Rather, it is preferable to normalize 

generation overhaul expense by using historical data over a multi-year period. I 

believe the historical period used in TEP’s analysis, i.e., 2004 through 201 1, is 

appropriate for this purpose. 

What is your recommendation to the Commission regarding generation 

overhaul expense? 

I recommend that generation overhaul expense be normalized using the 

historical period, 2004-201 1. This adjustment is presented in Exhibit KCH-7. 

This adjustment reduces TEP’s ACC jurisdictional revenue requirement by 

approximately $2.371 million relative to TEP’s filed case. 
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Injuries and Damages Expense 

What has TEP proposed with respect to injuries and damages expense? 

Actual test period injuries and damages expenses were $0.451 million. 

TEP proposes to adjust this amount upward by $0.678 million to $1.129 million 

based on the three-year average of this expense from 2009 through 201 1. 

What is your assessment of TEP’s approach? 

I do not object to normalizing this expense over a multi-year period. 

However, I believe it is reasonable to extend this period somewhat to better reflect 

the longer-term trend. Accordingly, I have calculated TEP’s injuries and damages 

expense using the five-year period, 2007 through 201 1. 

What is your recommendation to the Commission regarding injuries and 

damages expense? 

I recommend that injuries and damages expense be normalized using the 

historical period, 2007-201 1. This adjustment is presented in Exhibit KCH-8. 

This adjustment reduces TEP’s ACC jurisdictional revenue requirement by 

approximately $0.101 million relative to TEP’s filed case. 

Lime Expense 

What has TEP proposed with respect to lime expense? 

TEP is proposing an adjustment that increases lime expense for 

Springerville Unit 2 by $1.246 million on an ACC jurisdictional basis. As stated 

by TEP witness Dallas Dukes, the adjustment revises test-year lime expense to 
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reflect known and measureable rail and commodity cost increases.33 TEP 

calculated its adjustment using the first four months of lime expenses at 

Springerville Unit 2. 

Q. What is your assessment of TEP’s adjustment? 

A. At a general level, this type of selective adjustment outside the test period 

is a source of concern in ratemaking. Because the utility has a clear advantage 

with respect to information concerning its operations, if adjustments that are not 

synchronous with the test period are permitted, the utility is in a position to select 

those non-synchronous adjustments that inure to its benefit. 

Putting this general concern aside, I still do not support TEP’s adjustment 

as proposed. TEP is proposing a 35.5 percent increase in lime expense at 

Springerville Unit 2. However, a review of TEP’s response to RUCO 8.06 shows 

that the cost of lime per ton (including freight) has actually increased only 7.65 

percent through the first nine months of 20 1 2?4 The balance of the increase 

projected by TEP appears to be driven by variability in the sulfur credit TEP 

receives. The sulfur credit is a reimbursement from the coal mine for coal quality 

exceeding a given sulfur content and is used to offset the additional lime cost 

required to scrub the higher-sulfur As TEP has based its justification for 

the proposed adjustment on the delivered cost of lime, any adjustment approved 

for lime expense should be strictly limited to changes in this cost. Any cost 

impacts attributable to variability in the sulfur credit should be excluded. TEP has 

the burden to demonstrate that its rate increase is reasonable. TEP’s direct case 

I 

33 Direct testimony of Dallas J. Dukes, p. 17, lines 17-22. 
34 See Exhibit KCH-9, p. 3. 
35 Source: TEP Response to AECC 17.3.a. 
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fails to explain or provide any basis for adjusting expenses attributable to the 

sulfur credit. 

What is your recommendation to the Commission regarding lime expense? 

Because it is a selective adjustment outside the test period, I believe it 

would be reasonable for the Commission to reject TEP’s lime expense adjustment 

altogether. However, in recognition of the apparent increase in the cost of lime at 

Springerville Unit 2, I am recommending an adjustment that recognizes the 7.65 

percent increase in the delivered cost of lime per ton. This adjustment is 

presented in Exhibit KCH-9. This adjustment reduces TEP’s ACC jurisdictional 

revenue requirement by approximately $0.836 million relative to TEP’s filed case. 

Incentive Compensation 

What has TEP proposed with respect to incentive compensation? 

TEP is proposing to increase the total Company incentive compensation 

expense by $2.686 million relative to the 201 1 test year. The adjustment is 

comprised of several components, including: (1) an averaging of incentive 

compensation levels over the 2009-201 1 period; (2) an escalator of 1 percent per 

year applied to each year of the averaging exercise (carried through to 20 14); and 

(3) and the inclusion of approximately $2 million in below-the-line expenses 

recorded in Account 426, after removal of 50 percent of oflficers’ and directors’ 

incentive compensation. 

Do you have any observations concerning TEP’s incentive compensation 

program and the Company’s proposal to recover most of these costs in rates? 
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Yes. First, I note that TEP’s incentive compensation grew dramatically in 

2009, increasing by over 50 percent (approximately $3.2 million) in that year 

relative to 2008. This growth is shown in Table KCH-3, below. Second, this 

marked growth coincides with TEP starting to book a material portion of its 

incentive Compensation as a below-the-line expense in FERC Account 426, most 

of which is comprised of incentive compensation for officers and directors. The 

$3.4 million booked into this account in 2009 corresponds to the large majority of 

the increase in incentive compensation from 2008 to 2009. The majority of TEP’s 

proposed adjustment in this general rate case is comprised of moving incentive 

compensation costs from this below-the-line account into test year incentive 

compensation expenses (after removing 50 percent of officers’ and directors’ 

incentive compensation). 
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Table KCH-3 

TEP Incentive Compensation 
Total Company, 2007-20 1 1 

FERC Account 2007 
0107 
0426 
0500 268,436 
0506 807,375 
05 14 441,917 
0566 235,240 
0570 70,665 
0580 186,886 
0588 403,195 
0598 86,162 
0903 41 1,432 
0920 3,114,420 
0935 964 

Total Expense 6,026,692 

2008 

218,141 
805,330 
3 81,207 
185,526 
107,993 
72,714 

305,519 
83,538 

333,667 
3,160,220 

5,653,855 

2009 

3,43 1,608 
209,027 
838,917 
401,665 
285,237 
130,857 
67,365 

26 1,603 
5 1,500 

336,170 
2,895,148 

8,909,097 

2010 

3,568,178 
173,553 
729,383 
375,720 
327,220 
117,544 
54,73 1 

230,012 
39,812 

247,009 
2,330,39 1 

8,193,553 

2011 
442,22 1 

3,404,253 
83,927 

786,569 
309,913 
587,565 
62,030 
53,3 16 

215,121 
34,017 

226,452 
2,061,087 

8,266,471 

Data Sources: TEP's Response to AECC Data Request 14.7 & TEP's O&M PEP Summary for 
Dec 3 1,2009 to 201 1 (workpaper) 

9 Third, the historical years (2009 and 2010) that TEP has selected for averaging 

10 purposes <BEGIN CONFIDENTIAL>>; 

11 

I2 

13 -END CONFIDENTIAL>.36 

14 

15 

16 

Fourth, TEP's short-term incentive program emphasizes the Company 

performance as it impacts four categories of stakeholders: investors, customers, 

community/environment, and employees. Over the 2009-1 1 period, the investor 

36 Source: Confidential Attachment to UDR 1.35. 
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category was given a weighting of 35-40 percent, the customer category was 

weighted 30-3 5 percent, and the remaining two categories 15 percent each. 

[Supplementd Response to UDR 1.351 

Do you support TEP’s proposed adjustment for incentive compensation? 

No, I do not. First, I believe the averaging period selected by TEP over- 

weights years judged to be of very high performance relative to target. Second, I 

disagree with the use of escalators applied to past years and rolled forward to 

2014. This practice unduly inflates the cost of the program. And third, and most 

importantly, I disagree with the proportion of incentive compensation expense 

allocated to customers for recovery. The maximum proportion recoverable in 

rates should correspond to the weighting assigned to meeting customer-related 

goals in the program. In the 201 1 and 2012 plans, <BEGIN 

~~~ 

<END CONFIDENTIAL> I am recommending that 37.5 percent of TEP’s 

incentive compensation program be recoverable fkom customers. 

Why do you propose excluding the weighting assigned to TEP’s 

community/environment program? 

In my opinion, a significant proportion of the goals in this category are 

variations of corporate earnings goals. For example, in 201 1, one of the major 

goals in this category was achievement of <BEGIN 
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-<END CONFIDENTIAL>. While TEP is 

free to reward its employees with incentive compensation if these types of goals 

are achieved, the proportion of incentive compensation dedicated to reaching 

these goals should be funded by shareholders and not customers. 

Do you have any concerns with TEP’s proposal to shift expenses from a 

below-the-line FERC account into adjusted test period expenses? 

Yes, I do. The implications of TEP’s proposal in this regard are not 

clearly explained in its filing. However, my concern over this aspect of TEP’s 

proposal is mitigated by the reduced overall level of cost recovery that occurs 

with my adjustment. 

Please summarize your recommended treatment of incentive compensation 

expense. 

I recommend that no more than 37.5 percent of TEP’s 201 1 incentive 

compensation expense be included in test year revenue requirements. This 

adjustment is presented in Exhibit KCH-10. This adjustment reduces TEP’s ACC 

jurisdictional revenue requirement by approximately $3.052 million relative to 

TEP’s filed case. 

Capital Structure and Cost of Debt 

What capital structure is TEP proposing in this case? 

TEP is proposing a capital structure of 54 percent debt and 46 percent 

equity. 
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Does TEP’s proposed capital structure represent either its test year capital 

structure or its projected capital structure in the subsequent year? 

No. TEP’s capital structure at the end of the 201 1 test year was 56.5 

percent debt and 43.5 percent equity. At the end of 2012, the Company’s 

projected capital structure is 57.8 percent debt and 42.2 percent equity [Schedule 

D-11. Thus, TEP’s proposed capital structure represents neither its 201 1 test year 

capital structure nor its projected capital structure at the end of 2012. Rather, TEP 

is proposing a hypothetical capital structure that assumes a greater proportion of 

equity for ratemaking purposes than actually exists or is projected to exist in 

2012. 

Do you agree with TEP’s use of a hypothetical capital structure in setting 

rates? 

No. TEP’s use of a hypothetical capital structure causes the weighted 

average cost of capital used in ratemaking to be greater than it is in reality. 

Consequently, when the (hypothetical) weighted average cost of capital is applied 

to TEP’s rate base to determine TEP’s return, it causes TEP’s revenue 

requirement to be greater than it would be if the Company’s actual capital 

structure were used for this purpose. In essence, the Company is asking to be 

awarded an equity return on equity that does not exist. Or, put another way, the 

Company is seeking a premium return on its actual equity over the nominally 

stated rate - in addition to the extra return provided by the fair value increment. 

What is your recommendation to the Commission with respect to capital 

structure? 
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I recommend that the Company’s actual capital structure be used in setting 

its rates. Because TEP is proposing to incorporate 2012 plant additions in rate 

base, which I believe should be adjusted to average-of-year values, the 

appropriate measurement date for TEP’s capital structure is average-of-year 20 12. 

I have estimated the average capital structure for 2012 by taking the average of 

the end-of-year 201 1 capital structure and the end-of-year 2012 capital structure. 

This produces a capital structure of 57.15 percent debt and 42.85 percent equity. 

What is the revenue requirement impact of your adjustment to capital 

structure? 

This adjustment is presented in Exhibit KCH-11. This adjustment reduces 

TEP’s ACC jurisdictional revenue requirement by approximately $5.632 million 

relative to TEP’s filed case. 

Does your recommendation to use an average-of-year 2012 capital structure 

also apply to the cost of debt? 

Yes. Because TEP is seeking a return on 2012 plant additions, it is 

appropriate to use 2012 debt costs. I estimated average 2012 debt costs by taking 

the average of the end-of-year 201 1 cost of debt and the end-of-year 2012 cost of 

debt. This results in an average cost of debt of 5.04 percent. 

What is the revenue requirement impact of your adjustment to the cost of 

debt? 

This adjustment is presented in Exhibit KCH-12. This adjustment reduces 

TEP’s ACC jurisdictional revenue requirement by approximately $1.118 million 

relative to TEP’s filed case. 
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Return on Equity 

What return on equity is TEP proposing? 

TEP is proposing a return on equity (“ROE”) of 10.75%. This return 

represents an increase of 50 basis points over the 10.25% ROE approved in 

Decision No. 70628, issued December 12,2008, in Docket No. E-01933A-07- 

0402. 

Does AECC support TEP’s request? 

No. Please refer to Exhibit KCH-13, pp. 3-7, which shows the ROEs 

approved in the country each year since 2008, as compiled by an independent 

research group, Regulatory Research Associates. The 10.25% ROE that TEP was 

awarded in 2008 exactly matched the median ROE approved for eIectric utilities 

in the United States that year. After rising to 10.5% in 2009, the median approved 

ROE has declined steadily. In 201 1 it was down to 10.15%, and for the first three 

quarters of 2012, it had fallen to 10.05%. I was personally involved in settling 

several rate cases in 2012 that resulted in allowed ROEs of 9.8%. Thus, TEP’s 

proposed ROE of 10.75% is moving in exactly the opposite direction of the trend 

nationally. If TEP’s ROE were to be reset at a rate reflective of the national 

median, as occurred in 2008, it would be in the vicinity of 10.1%. 

If TEP’s allowed ROE were to be set at the national median of 

approximately 10.1%’ how would TEP’s effective return be impacted by the 

fair value increment? 

Unlike the vast majority of utilities in the country, the fair value increment 

provides Arizona utilities with a premium return above the nominal ROE applied 

to original cost rate base. Thus, even if TEP’s nominal ROE were to remain in 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

line with the national median, TEP’s effective ROE would actually be somewhat 

higher, due to the fair value increment. 

In offering the preceding discussion of national trends, are you intending to 

supplant the Commission’s consideration of traditional cost-of-capital 

analysis? 

No, not at all. I fully expect that Staff, and perhaps RUCO, will file cost- 

of-capital analyses for the Commission’s consideration, along with that filed by 

TEP. My discussion of national trends is intended to supplement that analysis. 

What would be the revenue requirement impact if TEP’s ROE were set at 

10.1%? 

The revenue requirement impact of setting TEP’s allowed ROE equal to 

10.1% is presented in Exhibit KCH-13. It reduces TEP’s ACC jurisdictional 

revenue requirement by approximately $6.624 million relative to TEP’s filed 

case. I have incorporated an ROE of 10.1% into AECC’s overall revenue 

requirement recommendations at this time, pending further information being 

presented into the record by other parties. 

Headquarters Building 

What has TEP proposed with respect to its new headquarters building? 

TEP has spent approximately $92 million related to construction of a new 

headquarters building in downtown Tucson.37 TEP is proposing to include the 

cost of the new headquarters in rate base, where it would earn a return at the 

Company’s weighted average cost of capital. TEP would also recover the 

37 Direct testimony of Michael 3. DeConcini, p. 26. 
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depreciation expense and ongoing operations expense in its proposed revenue 

requirement. Altogether, the total Company annual revenue requirement 

associated with the new headquarters is approximately $28 million, or $27,000 

per year per employee working there.38 

Do you agree with TEP’s proposal for recovery of costs associated with its 

new headquarters? 

Q. 

A. No, I do not. While corporate facilities are obviously necessary to conduct 

business, TEP already had corporate facilities, albeit less desirable. I believe it is 

reasonable to ask whether significant outlays on new corporate headquarters 

constitutes the type of “investment” that utilities should be incented to make on a 

par, say, with investments in distribution, generation, and transmission that 

provide direct benefits or service to customers. In TEP’s case, customers are 

being asked to provide the Company with an equity return on an expensive 

building that will not provide or deliver a single kilowatt-hour to customers; 

moreover, the cost of this building is being folded into a proposed 15 percent rate 

increase. It is fair to ask whether this type of growth in rate base should be 

encouraged and rewarded. 

In my opinion, it is not reasonable for TEP customers to pay the Company 

a return on these discretionary expenditures that is comparable to the return on 

investment in an asset that is more necessary to the provision of electric service. 

Rather, I propose that TEP be allowed to recover its costs and a return on its 

capital invested in the new headquarters building, but not at the level of return 

allowed for its other assets in rate base. Instead, recovery of the headquarters 

38 Source: Attachment STF 25.1 “BuildingAllocRateUpdate 2012 OS’ in TEP Response to STF 25.1. 
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appropriate cost recovery treatment. I believe this is a proportionate approach 

that would fully reimburse the Company for its costs plus a reasonable cost of 

capital without unjustly enriching the Company for having made this expensive 

discretionary expenditure. 

What is the revenue requirement impact of adopting your proposed 

ratemaking treatment for the new headquarters building? 

Q. 

A. The revenue requirement impact of limiting TEP’s allowed ROE to the 

cost of debt for its headquarters building is presented in Exhibit KCH-14. This 

adjustment reduces TEP’s ACC jurisdictional revenue requirement by 

approximately $2.389 million relative to TEP’s filed case. 

Inelmion of Renewable Generation Costs in Base Rates 

Q. What is TEP proposing with respect to the treatment of post-test year 

renewable generation plant additions? 

A. TEP is proposing to include approximately $17.7 million of post-test year 

renewable generation net plant in total Company rate base associated with the 

Company’s 5 M W  solar PV array project.39 According to the direct testimony of 

TEP witness David Hutchens, this plant will be recovered through the REST 

mechanism until the rates approved in this docket go into effect. At that time, 

REST rates will be reduced by a commensurate amount. 

Do you have any objections to TEP’s proposal for inclusion of post-test year Q. 

renewable generation costs in base rates? 

39 Source: TEP Rate Base - Post-Test Year Renewable Workpaper. 
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1 A. Yes. My objection is directed to the cost of the plant additions, as distinct 

2 from their post-test year timing. TEP’s proposal for inclusion of post-test year 

3 

4 

renewable generation costs includes costs that exceed the Market Cost of 

Comparable Conventional Generation (“MCCCG”), as this term is defined in 

5 R14-2- 180 1 .K. According to this provision of the REST Rule: 

6 
7 
8 
9 

10 
11 
12 

13 

“Market Cost of Comparable Conventional Generation” means the Affected 
Utility’s energy and capacity cost of producing or procuring the incremental 
electricity that would be avoided by the resources used to meet the Annual 
Renewable Energy Requirement, taking into account hourly, seasonal, and long- 
term supply and demand circumstances. Avoided costs include any avoided 
transmission and distribution costs and any avoided environmental compliance 
costs. 

The REST is expressly intended to recover the costs of qualifying 

14 resources in excess of the MCCCG. R14-2-1808.B.4 provides that the utility’s 

15 REST filing shall provide “data to demonstrate that the Affected Utility’s 

16 proposed Tariff is designed to recover only the costs in excess of the Market Cost 

17 of Comparable Conventional Generation.” As the REST and the accompanying 

18 REST Adjustor rate have been created for the very purpose of recovering these 

19 above-market costs, it is, in my view, unreasonable to shift the cost recovery for 

20 above-market costs into base rates. Rather, base rates should only be used for 

21 recovery of renewable generation undertaken to comply with the REST UD to the 

22 amount of the MCCCG. 

23 Q. Does TEP concede that the cost of its 5 MW solar PV facility exceeds the 

24 MCCCG? 

25 A. No, In Data Request AECC 18.1, TEP was asked to identify the portion 

26 of the post-test year renewable plant cost recovery requested by TEP that 
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exceeded the market cost of generation, as that term is used in R14-2-1801.K of 

the Arizona Administrative Code. TEP responded as follows: 

The $18.4 million of Post Test Year Renewables represents the amount of 
additional plant that TEP will place in service by December 2012. Since TEP will 
not incur any costs in excess of the market cost of generation for these assets, the 
market cost of generation as defined in R14-2-1801 .K of the Arizona 
Administrative Code is not applicable. 

Do you agree with TEP’s contention that the Company will not incur any 

costs in excess of the MCCCG for these assets? 

Q. 

A. No. TEP’s contention is incorrect. In response to AECC Data Request 

18.4, TEP provided the revenue requirement for this project that will be recovered 

through the REST charge. On an annualized basis, this revenue requirement is 

$2.1 million per year.40 This information is provided in Exhibit KCH-15. In 

addition, in response to AECC Data Request 18.5, TEP provided the MCCCG 

used in the Company’s 2013 REST Implementation Plan, which I am providing in 

Confidential Exhibit KCH-16. Using generous assumptions regarding the 

capacity factor of the plant (35%), presented in Exhibit KCH-15, p. 4, I estimate 

that the cost per-kWh in 201 3 ($138/MWH) will be more than double the 

MCCCG in that year. 

The renewable generation plant that TEP is seeking to include in the post- 

test year plant adjustment is utility-owned. Does the REST Rule make any 

distinctions between utility-owned renewable generation and third-party- 

owned renewable generation (that may be purchased by utilities) with 

respect to the treatment of above-market costs? 

Q. 

40 TEP anticipates that recovery through the REST charge in 2013 will be for eight months, or $1.4 million. 
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No, The purpose of the REST Adjustor is to recover costs that are in 

excess of the Market Cost of Comparable Conventional Generation. There is 

absolutely no distinction in the Rule between utility-owned generation and 

generation that is purchased from third parties. Indeed, there is no logical or 

equitable reason to make such a distinction. Above-market cost is above-market 

cost: it does not matter whether it derives from a utility-owned facility or a utility 

purchase from a third party. 

Why is it important for above-market renewable energy costs to continue to 

be recovered in the REST Adjustor rather than base rates? 

It is a matter of transparency in public policy. The REST requirement is a 

mandate and the REST Adjustor clearly identifies the above-market component of 

the cost of this mandate. If above-market costs are shified to base rates it would 

obscure the true costs of the REST requirement to the public, making these costs 

appear to be less than they actually are. This would not be good public policy. 

Moreover, the structure of cost recovery in the REST differs from that of base 

rates; notably, each customer class has a per-meter cap applicable to the REST 

Adjustor that limits the exposure of any individual customer to the above-market 

costs of the program. Shifting above-market costs into base rates undermines the 

protection otherwise afforded by the REST Adjustor caps. 

What is your recommendation to the Commission regarding the proper 

amount of post-test year renewable generation costs that shouId be recovered 

in base rates? 

I recommend that all costs in excess of the Market Cost of Comparable 

Conventional Generation be excluded from base rates. Prudently-incurred costs 
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in excess of the Market Cost of Comparable Conventional Generation should 

remain subject to the REST and recovered through the REST Adjustor. 

In making your recommendation regarding base rates, are you proposing 

that TEP cost recovery for the renewable plant additions be denied? 

No. I am simply making a recommendation regarding the appropriate 

recovery in base rates. To the extent that the cost in excess of the Market Cost of 

Comparable Conventional Generation is prudently-incurred, it should be eligibIe 

for recovery through the REST Adjustor. 

Did you ask TEP to calculate the portion of the post-test year renewable 

plant in this case that is not in excess of the market cost of generation? 

Yes. 1 requested this information in AECC Data Request 18.2. TEP did 

not provide this calculation, but simply contended that the “Market Cost of 

Comparable Conventional Generation (“MCCCG”) is not applicable to post-test- 

year capital expenditures for additional plant.” 

Have you estimated a revenue requirement adjustment in this case from 

limiting recovery of TEP’s renewable generation cost in base rates to an 

amount that does not exceed the Market Cost of Comparable Conventional 

Generation? 

Yes. Based on my calculation that the cost per kWh of the TEP solar PV 

project is more than twice the cost of the MCCCG, I am recommending that the 

Commission disallow at least 50 percent of the annual revenue requirement for 

this project identified by TEP in its response to AECC 18.4, or $1.059 million. 

This adjustment is presented in Exhibit KCH- 1 5. 
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PROPOSED CHANGES TO THE PPFAC 

Q. What changes has TEP proposed to the PPFAC? 

A. 

e 

e 

TEP is proposing three basic changes to the PPFAC: 

Currently the PPFAC recovers the difference between actual fuel and 

purchased power costs and the power supply costs included in base rates. TEP 

is proposing to change the basic structure of the PPFAC by eliminating the 

current base power supply rates and recovering 

PPFAC; 

TEP is proposing to adopt PPFAC rates that are differentiated to reflect 

seasonal differences, on-peak and off-peak differences, and the voltage at 

which a customer takes service; and 

TEP is proposing to expand the list of costs that are recovered through the 

PPFAC. 

of those costs through the 

TEP is also proposing certain changes to the administration process of the PPFAC 

Plan of Administration (“POA”). 

Do you support TEP’s proposal to change the basic structure of the PPFAC? Q. 

A. No, I do not. The PPFAC was adopted as an adjustor mechanism that 

would reflect differences in costs between those in base rates and those actually 

incurred. I believe it is strongly preferable for the PPFAC to remain structured as 

an adjustor that reflects differentials in fuel and purchased power costs rather than 

the entirety of these costs. 
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Why do you believe it is preferable for the PPFAC to remain structured as 

an adjustor that reflects differentials in fuel and purchased power costs 

rather than the entirety of these costs? 

Based on my experience around the country, I believe it is important for 

regulators to be wary of the slippery slope that accompanies the introduction of 

adjustor mechanisms, such as the PPFAC, which was adopted in TEP’s last 

general rate case. The introductions of these mechanisms, which are often 

adopted as part of a larger compromise, are invariably followed in subsequent 

years by repeated proposals fiom utilities to alter the mechanism further to the 

utility’s advantage. 

TEP’s proposal to expand the costs included in the PPFAC is entirely 

consistent with this pattern. In this same vein, I view the Company’s proposal to 

restructure the PPFAC to include all fuel and purchased power costs (rather than 

just differences in costs) as a step in the direction of insulating the Company fiom 

scrutiny with respect to its fuel and purchased power expenses by advancing the 

perception that these costs are somehow entirely outside the utility’s control. In 

contrast, by retaining the current structure, the large majority of fuel and 

purchased power costs remain in base rates, with the expectation that they will be 

subject to close scrutiny in a general rate case. 

Moreover, it is important for the PPFAC solely to reflect differences in 

costs, because this structure better accommodates a sharing of risks between 

customers and shareholders. Although a risk-sharing provision is currently 

lacking from the current PPFAC, I am recommending in this case that such a 

sharing mechanism be introduced. 
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Q. Why do you believe a risk-sharing mechanism is an important feature of a 

fuel adjustor? 

A. A risk-sharing mechanism is essential to keep customer and Company 

interests aligned. Under the current PPFAC, TEP simply passes through 100 

percent of changes in base fuel costs and purchased power in between rate cases 

to customers. This type of 100 percent cost pass-through seriously reduces a 

utility’s incentive to manage its fuel and purchased power costs as well as it 

would manage them if it remained exposed to the energy cost risk. It is axiomatic 

that when a firm stands to gain or lose from its cost management decisions, the 

pursuit of its economic self-interest gives it a powerful incentive to perform well 

in managing its costs. I strongly recommend against continuing with a PPFAC 

design that fails to incorporate this natural economic incentive. 

But aren’t energy costs largely outside a utility’s control? Q. 

A. Absolutely not. The utility’s energy costs are completely out of the 

customers’ control, but not of the utility. Utilities are not mere passive bystanders 

when it comes to managing power costs. Every hour of every day, utilities need 

to be managing the dispatch of their systems to achieve minimum costs, subject to 

the reliability constraints under which they operate. This requires a sophisticated 

approach to managing utility-owned resources, as well as conducting a large 

volume of transactions - purchases and sales - throughout the year. The depth 

and breadth of this around-the-clock dispatch and balancing requirement is so 

extensive that it is inadvisable for regulators to rely solely on after-the-fact 

prudence audits to ensure sound utility cost-management performance; rather it is 

far preferable for the Commission to harness the natural economic self-interest of 
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the company to incentivize the desired behavior of ensuring sound utility cost- 

management performance. 

Are there other aspects of managing fuel and purchased power costs that are 

important besides optimizing system dispatch? 

Yes. In addition to hourly dispatch, TEP enters into numerous 

transactions throughout the course of the year that impact its fuel and purchased 

power costs, such as short- and long-term purchases and sales and fuel 

procurement. For example, TEP transacted for more than 2.9 billion kilowatt- 

hours of long-term, intermediate-term, and short-term power purchases in 201 1, 

valued at over $137 million, consummated with more than 95 counterparties. The 

Company also made over 3.7 billion kilowatt-hours of long-term, intermediate 

term, and short-term sales in 201 1, worth more than $128 million, also transacted 

with more than 95 counter par tie^.^^ It is critical that TEP have the proper 

incentives for these transactions to produce the greatest possible net benefit to 

customers. This incentive is most efficiently implemented by a regime in which 

TEP shares in the benefits and risks of its decisions. 

Does TEP hedge a portion of its fuel and purchased power costs? 

Yes, When a utility hedges its fuel and/or purchased power costs, it is 

effectively locking in the cost of fuel andor purchased power that is expected to 

be consumed in the future. TEP analyzes its hedging opportunities at least three 

years into the future and executes both non-discretionary (i.e., mechanistic) and 

41 Source: TEP 201 lFERC Form 1, pp. 310-1 1; 326-27. 
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discretionary hedging transactions. To execute its hedges, TEP uses a variety of 

hedging products.42 

So while it is correct that utilities do not control the market price of natural 

gas, it is nevertheless the case that a utility’s decisions in executing its natural gas 

hedging strategy (e.g., timing, magnitude) have a large influence on the cost of 

gas that it ultimately incurs and the &el costs that are passed on to customers. 

If TEP locks in forward fuel prices at prices that later decline, how are these 

costs treated for ratemaking purposes? 

In a general rate case, under the current operation of the PPFAC, if the 

hedged price exceeds the projected market price, the difference is included as a 

component of fuel cost for full recovery from customers, subject only to prudency 

considerations. Conversely, if the hedged price is below the projected market 

price, this difference is credited against the he1 cost recovered from customers. 

In between rate cases, these differences are included in the PPFAC, and passed 

through 100 percent to customers. Under TEP’s proposal to change the structure 

of the PPFAC, hedging costs would not be included in base rates; rather, 100 

percent of hedging costs would be included in the PPFAC, along with all he1 and 

purchased power costs. 

If TEP’s proposal to restructure the PPFAC is rejected, what hedging costs 

are included for recovery in this general rate case? 

If TEP’s proposal to restructure the PPFAC is rejected, then the Company 

will seek to recover in base rates its projected fuel and purchased power costs for 

the year ending March 2013, which includes approximately $7 million in mark-to- 

42 Source: TEP Response to UDR 1.92. 
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market costs associated with TEP’s hedges; that is, TEP’s hedges cost $7 million 

more than the projected cost of fuel in the measurement year ending March 

2013.43 

How does your proposal to introduce risk sharing in the PPFAC affect the 

sharing of risks related to TEP’s hedging decisions? 

Q. 

A. Under the current arrangement, there is no risk whatsoever to TEP from its 

hedging decisions: short of a prudency disallowance, 100 percent of the risk from 

TEP’s hedging decisions is borne by customers. 

Under my proposal, if TEP’s hedges turn out to cost more than was 

projected at the time of the general rate case, the Company shares in this cost; 

similarly, if the Company’s hedging decisions prove to reduce fuel costs below 

what was projected in the general rate case, TEP shares in this gain. 

Do you believe that the threat of a prudency disallowance is sufficient 

incentive to fully align utility and customer interests in managing fuel costs in 

Q. 

between rate cases? 

A. No. In my view, the threat of a finding of imprudence following an after- 

the-fact audit is not a good substitute for a utility having “skin in the game” when 

it comes to managing its fuel costs. A finding of imprudence essentially requires 

a determination that a utility acted unreasonably in its power cost management. 

In contrast, a risk-sharing mechanism structured such that each and every 

transaction affects the Company’s bottom line, provides an incentive for the 

Company to get the best possible dea2 from every transaction. Striving to get the 

best possible deal from every transaction is different from simply not behaving 

43 Source: Schedule G and H Supporting Workpapers: 6.TEP PPFAC DFD-8.xlsx 
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unreasonably, Getting the best possible deal is a more exacting and efficient 

aspiration. A well-crafted sharing mechanism supports this objective. 

In the past two years, have other utility commissions in the Western United 

States considered the question of requiring a sharing mechanism in a power 

supply adjustor mechanism? 

Yes. In the past year, both the Wyoming and Utah commissions 

considered whether to adopt a sharing mechanism for a power cost adjustor 

mechanism. 

Are you personally familiar with these two cases? 

Yes. I was a witness in both cases. 

What determinations did the Wyoming and Utah commissions reach? 

The Wyoming and Utah commissions each independently determined to 

adopt 70/30 sharing mechanisms, with 70 percent of the deviations in base fuel 

costs being assigned to customers and 30 percent assigned to the utility.44 

In your opinion, does the 70/30 sharing arrangements adopted by the 

Wyoming and Utah commissions strike a reasonable balance between utility 

and customer interests? 

Yes, it does. This sharing ratio places the substantial majority of 

responsibility for recovering base fuel cost deviations on customers, but it 

meaningfully aligns utility and customer interests through shared benefits and 

costs. 

Wyoming Public Service Commission Memorandum Opinion, Findings and Order, February 4,201 1, 
issued in Docket No. 20000-368-EA-10. 
Utah Public Service Commission, Corrected Report and Order, March 3,201 1 , issued in Docket No. 09- 
03 5- 15. 
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Should this Commission consider adopting the 70130 sharing provision 

recently adopted in Wyoming and Utah? 

Yes, I strongly encourage the Commission to consider adopting the 70/30 

sharing proportion that was recently approved in these other two Western states, 

rather than retaining the current 1 OO/O approach. 

How do you reconcile your advocacy for a sharing mechanism with the fact 

that APS’s 9040 sharing mechanism was removed in its last general rate 

case? 

The removal of APS’s 90/10 sharing mechanism occurred as part of a 

comprehensive settlement agreement that included both a zero-dollar base rate 

change and a multi-year stay out. Those special conditions, along with other 

provisions in the APS settlement agreement, warranted a relaxation of the sharing 

mechanism, at least for the duration of the agreement. There are no features in 

TEP’s general rate case filing that are comparable to the special conditions in the 

APS settlement agreement. Consequently, the removal of the 90/10 sharing 

mechanism in the last APS general rate case should not be viewed as precedential 

in this case. 

Similarly, the current TEP PPFAC was adopted as part of a 

comprehensive settlement agreement in 2008 following the expiration of the TEP 

rate freeze that had been in effect since a prior 1999 Settlement Agreement. In 

particular, the 2008 TEP Settlement Agreement that adopted the PPFAC without a 

sharing provision also adopted a four-year freeze in base rates. This base rate 

freeze was all the more noteworthy in that it followed a prior freeze in TEP’s rates 

that had extended over nine years, spanning 1999 to 2008, that had resulted from 
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a previous settlement agreement in 1999. The long-tern base rate stability that 

was achieved as part of the 2008 TEP Settlement Agreement was an important 

factor in justifying the absence of a sharing mechanism in the PPFAC for the 

same time period. That rate case stay-out period has now expired, and the 

absence of a risk-sharing mechanism in the PPFAC should expire as well. 

What is your assessment of TEP’s proposal to adopt PPFAC rates that are 

differentiated to reflect seasonal differences, on-peak and off-peak 

differences, and the voltage at which a customer takes service? 

TEP proposes to reflect these differentials in its restructured PPFAC 

mechanism, which, as I discussed above, would include all fuel and purchased 

power expense, not just the differential relative to fuel and purchased power costs 

in base rates. While I oppose TEP’s PPFAC restructuring proposal, I fully 

support differentiating fuel and purchased power expense by rate schedule to 

reflect seasonal differences, on-peak and off-peak differences, and the voltage at 

which a customer takes service. However, it is not necessary to restructure the 

PPFAC to accomplish this objective. Rather, these differentials should be 

reflected in the fuel and purchased power costs included in each rate schedule’s 

base rates. Moreover, as I will discuss in my rate design testimony (to be filed 

January 11,2013), TEP’s proposal to differentiate these costs does not go far 

enough. For example, utilities typically reflect the lower cost of fuel and 

purchased power (per delivered kilowatt-hour) for a customer taking service at 

primary voltage rather than secondary voltage. TEP fails to make this distinction, 

limiting its recognition of voltage differences for this purpose to Extra-High 

Voltage (138 kV and above). 
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What is your position regarding TEP’s proposal to expand the list of items 

eligible for the PPFAC? 

TEP’s proposal to expand the list of items eligible for the PPFAC is an 

example of the “slippery slope” I noted above. The list of items eligible for 

inclusion in the PPFAC was the subject of careful negotiation in Docket No. E- 

01 933A-07-0402. I recommend against expanding the list of eligible expenses 

beyond what the parties agreed to (and the Commission approved) in that docket. 

Despite their exclusion from the PPFAC, these expenses remain eligible for cost 

recovery -just not through the adjustor mechanism. 

Do you have any concerns with TEP’s proposed changes to the PPFAC 

POA? 

Yes. TEP’s proposed changes to the POA are discussed by Mr. Hutchens 

on pages 42-44 of his direct testimony. Among the changes proposed by Mr. 

Hutchens is a change in the definition of Long-Term Energy Sales. Currently, the 

POA defines Long-Tern Energy Sales to be “the portion of load from Total 

Native Load Energy Sales wholesale customers (currently Salt River Project, 

Tohono O’odham Utility Authority and Navajo Tribal Utility Authority) that is 

served by TEP, excluding the load served with Preference Power.” All other 

sales, irrespective of term, are defined to be short-term sales. 

TEP is proposing that the definition of Long-Term Energy Sales be 

expanded to include other long-term energy sales agreements it may enter into the 

futwe. Specifically, TEP proposes to redefine Long-Term Energy Sales as any 

wholesale sales transaction in which the duration is longer than one year. 
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This proposed change is of serious concern because the revenues from 

short-term sales are included as a credit against the fuel costs charged to retail 

customers, whereas the revenues from long-term sales are not. This distinction is 

acceptable under the current arrangement because the definition of Long-Term 

Energy Sales is limited to situations in which TEP is providing wholesale service 

to native load customers, and presumably these customers are already allocated 

their share of system costs. 

However, not all long-term sales arrangements fit this description. In 

general, all revenues from wholesale sales, irrespective of term, should be 

credited against fuel and purchased Dower costs and included in the PPFAC, 

unless such sales are made on behalf of native load customers who are allocated a 

share of system costs. 

What is your recommendation to the Commission concerning the definition 

of Long-Term Energy Sales in the PPFAC POA? 

TEP’s proposal to change the definition of Long-Term Energy Sales 

should be rejected. TEP’s proposal, as I understand it, would carve out the 

margins from all sales longer than one year for the sole benefit of shareholders. 

This proposition should be totally unacceptable to the Commission. The 

generating resources that are used to make these sales are paid for by TEP 

customers. Consequently, in a general rate case, 100 percent of the pro forma 

margins from long-term sales should be credited to customers (unless the sales are 

made on behalf of native load customers who are also allocated a share of system 

costs). Similarly, in between rate cases, 100 percent of the margins from new 

long-term sales should be included in the PPFAC. If my proposal for risk sharing 
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is adopted, 70 percent of the margins from new long-term sales (in between rate 

cases) should be credited to customers in the PPFAC and 30 percent to TEP. If 

my proposal for risk sharing is not adopted, then 100 percent of the margins 

should be credited to customers in the PPFAC. 

LOST FIXED COST RECOVERY MECHANISM 

Q. What is TEP proposing with respect to a lost fixed cost recovery mechanism 

(“LFCR”)? 

A. The stated intent of TEP’s proposed LFCR mechanism is to collect 

delivery service costs that would have been recovered but for usage lost to energy 

efficiency and distributed generation systems.45 When customers as a whole 

reduce energy usage through energy efficiency or distributed generation, rates 

would be increased to make up the fixed-cost recovery deemed to have been lost. 

The adjustment would occur every year and be subject to a 2.0 percent annual rate 

cap. 

In his direct testimony, Mr. Hutchens likens the Company’s proposal to 

the lost fixed-cost recovery mechanism that the Commission approved for A P S  in 

Decision No. 73 183? 

Are you familiar with the fixed-cost recovery mechanism that the 

Commission approved for APS in Decision No. 73183? 

Q. 

A. Yes. I participated in the negotiations that led to the development of the 

APS fixed-cost recovery mechanism and testified in support of that mechanism as 

45 Direct testimony of David G. Hutchens, p. 9. 
46 Ibid, p. 10. 
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part of the overall APS settlement agreement that was approved by the 

Commission on May 24,2012. 

Do you agree with Mr. Hutchens’ contention that TEP’s proposed LFCR is 

similar to the APS fixed-cost recovery mechanism? 

No. I strongly disagree with this contention. A key component of the 

APS fixed-cost recovery mechanism is that customers with billing demands 

greater than 400 kW are entirely excluded from the APS mechanism. Instead, 

fixed cost recovery for these customers is addressed through rate design. In 

contrast, TEP’s proposal provides no exclusion for larger customers, not even 

mines. In this important sense, the TEP LFCR proposal and the APS mechanism 

are fundamentally different. The only exemption from the LFCR proposed by 

TEP is for residential customers who choose a fixed monthly LFCR charge. 

Whereas AECC supported the APS fixed-cost recovery mechanism as part 

of an overall settlement, AECC is strongly opposed to the TEP LFCR proposal. 

Please elaborate on your objections to TEP’s proposal. 

Foremost, as I noted, the TEP proposal fails to exclude larger customers, 

even though, as demonstrated in the APS case, concerns about fixed cost recovery 

for these customers can be addressed through rate design. In addition, although 

TEP purports that the LFCR mechanism is intended to collect delivery service 

costs that are unrecovered due to energy efficiency and distributed generation, in 

fact, the math of TEP’s proposal reaches well beyond delivery service to include 

costs associated with generation and transmission. Moreover, TEP’s proposal to 

recover revenues due to conservation would still increase rates even when 

overall revenues are increasing due to load growth. 
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Please explain how concerns about fixed cost recovery for larger customers 

can be addressed through rate design. 

The premise for recovery of “lost margins” is to insulate the utility from 

the loss of fixed-cost recovery when customers conserve energy by participating 

in utility-sponsored energy efficiency programs. This erosion of fixed-cost 

recovery may occur because, for many rate schedules, a portion of fixed cost is 

recovered through the volumetric energy charge. Thus, if energy consumption 

declines, all other things being equal, fixed cost recovery from conserving 

customers on these rate schedules declines. 

In the last A P S  rate case, this concern was addressed by designing rates 

for larger customers that removed fixed-cost recovery from energy charges in 

favor of customer charges and demand charges. Consequently, very little - if any 

- fixed cost recovery occurs through the volumetric energy charge. 

Doesn’t energy conservation also enable a customer to reduce its demand 

charge? 

Yes, but it is much more difficult for a customer to reduce its demand 

charge from conservation in the short term than its energy charge. This is 

particularly true given the structure of TEP’s tariff, because the demand charges 

for LGS and LLP customers are subject to a ratchet ranging from 50 percent to 

66.67 percent. This ratchet means that the demand charge in any given month 

cannot fall below 50-66.67% of its peak level measured during the preceding 

eleven months - even if subsequent usage is reduced. Ironically, TEP is 

proposing to increase its ratchet dramatically to 100 percent in this case, yet 
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completely ignores the implications of this proposed change when designing its 

LFCR mechanism. 

How can TEP address fixed-cost recovery concerns through rate design? 

The stated purpose of TEP’s proposal is to recover delivery service costs 

that would otherwise be unrecovered when energy conservation or distributed 

generation occurs. TEP’s rates are unbundled; therefore, delivery service rates 

are already separately stated in the tariff. TEP’s proposed delivery service rates 

consist of customer charges, demand charges, and energy charges. This structure 

should be changed. The delivery service energy charges should be eliminated and 

TEP should recover all of its delivery service costs from larger customers through 

the customer and demand charges. This rate design change would not only 

address fixed-cost recovery concerns, it would improve rate design. It is well 

understood that the cost of providing delivery service is driven by customer- 

related costs and demand-related costs - not energy-related costs. For this reason 

alone, TEP’s delivery service charges should not have an energy-charge 

component for demand-billed customers. 

If the LFCR mechanism is approved, should the calculation of lost fmed-cost 

revenues be limited to the unbundled rate for delivery service? 

Yes. As I noted above, the stated purpose of TEP’s proposal is the 

recovery of delivery service costs, yet the calculation of “delivery revenue” for 

the purpose of determining the LFCR charge appears to include glJ revenues 

(minus customer charges and the cost of fuel and purchased power). Thus, it 

includes generation and transmission-related revenues, thereby overstating the 

fixed cost of delivery service. This calculation should be modified such that it is 
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limited to the unbundled delivery service revenues based on the unbundled 

delivery charges stated in TEP’s tariff. 

Should load growth be taken into account if a LFCR mechanism is adopted? Q. 

A. Yes. TEP’s proposal focuses on the sales impact of energy efficiency (and 

distributed generation) in isolation and neglects to consider the effects of overall 

load growth on fixed cost recovery. In practice, the implementation of energy 

efficiency programs does not imply that a utility will be unable to filly recover its 

fixed costs. In general, when load grows above the level of the billing 

determinants used in setting rates, the fixed-cost recovery that occurs as a 

function of volumetric sales increases. This inures to the benefit of the utility. In 

traditional ratemaking, utilities are not required to return this incremental fixed- 

cost recovery to customers. This incremental fixed-cost recovery can be thought 

of as “found” margins. If a “lost margins” approach is adopted by the 

Commission, then “lost margins” should be netted against “found margins.” 

Specifically, I recommend that the kilowatt-hours used for measuring going- 

forward lost revenue recovery be limited to the lesser of energy efficiency 

improvements attributable to TEP programs or actual net reductions in retail 

kilowatt-hours sold relative to the retail kilowatt-hours used in setting base rates. 

Please summarize your recommendation to the Commission regarding TEP’s 

LFCR proposal. 

Q. 

A. I recommend that TEP’s LFCR mechanism be rejected as proposed. The 

mechanism should not be considered unless the following modifications are 

made: 
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0 Larger customers (LGS and LLP) should be excluded from the LFCR 

program and recovery of their fixed delivery costs addressed through rate 

design. 

0 The LFCR calculation should be modified such that it is limited to 

unbundled delivery service revenues calculated using the unbundled 

delivery charges stated in TEP’s tariff. 

0 The kilowatt-hours used for measuring going-forward lost revenue 

recovery should be limited to the lesser of energy efficiency 

improvements attributable to TEP programs or actual net reductions in 

retail kilowatt-hours sold relative to the retail kilowatt-hours used in 

setting base rates. 

Mr. Hutchens indicates that if TEP’s LFCR proposal is rejected, then the 

Commission should impose full revenue decoupling. Do you wish to 

respond? 

AECC strongly opposes full revenue decoupling. 

Are you familiar with the Commission Policy Statements regarding 

decoupling that were issued December 29,2010? 

Yes, I am. 

Did AECC participate in the decoupling workshop process that was 

sponsored by the Commission in 2010? 

Yes. 

What position regarding revenue decoupling did AECC advocate as part of 

the workshops? 
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AECC consistently recommended against adoption of a decoupling 

mechanism for any customer class. At the most fundamental level, decoupling is 

as much a “revenue assurance” mechanism as it is a “conservation enabling” 

mechanism. As such, it is sure to capture a much wider range of effects than just 

customer responses to utility-sponsored energy efficiency programs. For 

example, decoupling provides unwarranted insulation to the utility from the 

effects of price elasticity. Generally, all sellers of goods face a risk that price 

increases will reduce sales. But, with decoupling, if customers respond to utility 

rate hikes by reducing their electricity, fixed charges are increased to compensate 

the utility for any resultant reduction in per-customer usage. Such an increase 

reflects an undue transfer of risk from utilities to customers. 

Further, to the extent that customers reduce usage in response to economic 

conditions or otherwise practice self-funded energy conservation, these behaviors 

will be captured in the decoupling adjustment and unduly increase rates to 

customers. In addition, decoupling would also cause rates to be adjusted due to 

changes in weather-related usage. 

Do the Commission Policy Statements provide for any flexibility with respect 

to the treatment of customer classes? 

Yes. Policy Statement 11 provides that: 

Broad participation in decoupling is preferred; however, the unique characteristics 
of each utility may merit different treatment of some customer classes. Utilities 
should address any proposed distinct treatments and justify why certain customer 
classes may merit different treatment. 

If decoupling is approved by the Commission for TEP in this proceeding, are 

25 there customer classes that merit different treatment? 
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A. Yes. At a minimum, the LGS and LLP rate schedules should be excluded 

from decoupling. Instead, fixed cost recovery for these customers should be 

addressed through rate design, as I explained in my discussion of the LFCR 

proposal. 

If larger customers are excluded from a decoupling mechanism, would other 

customers be forced to bear decoupling-related costs caused by the larger 

customers? 

Q. 

A. Absolutely not. If a customer group is excluded from the decoupling 

mechanism, they would neither pay the decoupling charge nor shift costs to other 

classes for recovery. The only decoupling costs that should be recorded by TEP 

would be those directly attributable to the participating classes. Consequently, no 

costs would be shifted from non-participants to participants. 

ENVIRONMENTAL COMPLIANCE ADJUSTOR 

Q. What has TEP proposed with respect to the adoption of an Environmental 

Compliance Adjustor? 

A. As discussed by Mr. Hutchens, TEP is proposing that the Commission 

approve an Environmental Compliance Adjustor CECA”). The ECA would 

allow TEP to pass through to customers in between rate cases the incremental 

costs of its qualifying environmental compliance investments, including return on 

investment, depreciation expense, taxes and associated O&M 

would be reset each year. 

Do you support adoption of the proposed ECA? 

The ECA 

Q. 

47 Direct testimony of David G. Hutchens, pp. 26-27. 
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No. If adopted, the ECA would be a vehicle for potentially flowing 

through hundreds of millions of dollars of costs to TEP customers without the 

scrutiny of a rate case. It is an example of unwarranted single-issue ratemaking. 

What is single-issue ratemaking? 

Single-issue ratemaking occurs when utility rates are adjusted in response 

to a change in cost or revenue items considered in isolation. Single-issue 

ratemaking ignores the multitude of other factors that otherwise influence rates, 

some of which could, if properly considered, move rates in the opposite direction 

from the single-issue change. 

When regulatory commissions determine the appropriateness of a rate or 

charge that a utility seeks to impose on its customers the standard practice is to 

review and consider all relevant factors, rather than just certain factors in 

isolation. Considering some costs or revenues in isolation might cause a 

commission to allow a utility to increase rates to recover higher costs in one area 

without recognizing counterbalancing savings in another area. For example, the 

proposed ECA would allow TEP to earn a return on its new investment and 

charge customers for depreciation expenses associated with that new investment 

without recognizing that its existing rate base would have depreciated to a lower 

vdue at the time the ECA is charged to customers. In short, it exacerbates the 

problems associated with TEP’s practice of seeking to set rates using 

unsynchronized test periods. In my opinion, the proposed ECA is a classic 

example of an application of single-issue ratemaking that i s  not in the public 

interest. The Commission should View such proposals with great wariness. I 

recommend that it be rejected. 
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How do you reconcile your recommendation to reject TEP’s proposal with 

the fact that APS has an Environmental Improvement Surcharge? 

APS’s Environmental Improvement Surcharge (“EIS”) is limited to 

recovering the carrvinP costs on government-mandated environmental controls, 

rather than the totality of such costs as proposed by TEP. Currently, APS’s EIS 

rate is set at zero. Most significantly, the EIS is capped at the relatively low rate 

of $.00016 per kwh. In contrast, the ECA proposed by TEP is open ended, 

making it a far riskier proposition for customers. 

Are you aware of any other utilities in the western United States that have in 

place an open-ended environmental adjustment mechanism of the sort 

proposed by TEP? 

No. I have researched the tariffs of the major investor-owned utilities in 

the western United States. While California utilities have “attrition adjustments,” 

I am not aware of any utility in the West that has in place the type of adjustment 

mechanism that TEP is seeking. 

What about the pressure that many utilities are facing to comply with 

environmental regulations? 

I do not dispute that utilities are facing pressure to comply with 

environmental regulations. However, I do not believe that an annual pass-through 

mechanism will encourage the most cost-effective compliance actions. Recent 

experience in the western U.S. shows that environmental upgrade decisions are 

sometimes modified when utilities are required to consider a broad range of 

alternatives as part of an approval process required by state utility regulators. For 

example, PacifiCorp recently changed its plans to invest in environmental 
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upgrades at its Naughton No. 3 coal plant as part of an economic evaluation 

required by the Wyoming Public Service Commission for new environmental 

investments. Rather than continue with its previously-announced plans to 

upgrade the coal facility, PacifiCorp determined, based on the analysis undertaken 

in response to testimony filed by intervenors, that it would be more cost-effective 

on a risk-adjusted basis to convert the plant to natural gas.48 Had an annual pass- 

through mechanism been available, PacifiCorp may very well have proceeded 

with its original plans to upgrade its coal facilities. Instead, PacifiCorp was 

required to present a full range of investment alternatives as part of a public 

process before any funding could be approved (including through a general rate 

case). 

Before considering an annual rider to recover TEP’s environmental 

upgrade costs, it would be wise for the Commission to require that the efficacy of 

these investments be subject to a process that will allow for Commission and 

stakeholder review well in advance of the arrival of the projects as proposed 

additions to rate base. The examination should be structured to shed light on the 

expected revenue requirement impact on customers, including potential changes 

in depreciation expense, which is anticipated from these investments relative to 

the cost of alternative actions. 

Why is it important to consider the impact on future depreciation expense 

when evaluating environmental upgrades? 

48 Wyoming Public Service Commission, Docket No. 2000-400-EA-1 1. Order Granting Motion to 
Withdraw Application, July 19,2012 at 1. 
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A. Environmental upgrades are generally depreciated using the same 

depreciation rate as the existing rate base. Consequently, when environmental 

projects come into rate base at the current time, the depreciation expense reflects a 

long asset life. However, asset lives are subject to revision in future depreciation 

studies as existing plants approach retirement. This means that the depreciation 

expense for environmental upgrades may be subject to significant upward revision 

in future rate cases. The upshot is that expensive environmental upgrades applied 

to plants with relatively short remaining useful lives may have future ratemaking 

consequences for customers when the plants are retired, an implication that is not 

readily apparent at the time the environmental investments first come into rates. 

ENERGY EFFICIENCY RESOURCE PLAN 

Q. 

A. 

What has TEP proposed regarding an energy efficiency resource plan? 

As discussed in the direct testimony of Mr. Hutchens, TEP is proposing a 

three-year planning horizon for the Company’s energy efficiency programs and 

the associated DSM surcharge (“DSMS”). According to the proposal, the DSMS 

rate would be established in advance and would include predictable year-over- 

year DSMS increases. The proceeds of the DSMS would be used to recover the 

costs of TEP’s expenditures on energy efficiency programs using a capital 

investment and recovery model is similar to that used for supply-side resources 

except that the capital invested in energy efficiency programs would be 
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considered a regulatory asset and amortized over a four-year term, and the ROE 

on this regulatory asset would earn a 200 basis point premi~m.4~ 

What is your assessment of TEP’s energy efficiency resource plan proposal? Q. 

A. I do not object to amortizing the recovery of energy efficiency expenses 

over four years; under the current system, energy efficiency investments are 

evaluated based on life-cycle energy savings (i.e., a multi-year period) but fully 

expensed in the first year, creating a mismatch between the cost recovery and 

benefits received. In other words, under the current system, cost recovery is more 

front-end loaded relative to benefits received than a supply-side resource. 

However, I do not agree that an ROE premium of 200 basis points is 

warranted. TEP justifies the premium by depicting the energy efficiency 

investment as riskier than supply-side investments, because they have no value 

outside of the Commission’s 

also provided differently. The funds for supply-side investments must be 

provided by the Company in advance, and are eligible for recovery after the 

investments become used and useful. In contrast, funding for energy efficiency 

programs is provided by customers contemporaneously through the DSMS. Thus, 

the energy efficiency investments TEP would be making under its proposal would 

be funded using customer money. When this aspect of the financing is taken into 

consideration, it argues for an ROE discount rather than a premium as proposed 

by TEP. Taken as a whole, TEP’s request for an ROE premium should be 

rejected. 

Yet, the funds to make these investments are 

49 Direct testimony of David G. Hutchens, pp. 16-18. 
50 Ibid, p. 18. 
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Q. Do you have any comments concerning the cost of energy efficiency 

programs to customers? 

A. Yes. AECC participated in TEP’s 201 1-12 Energy Efficiency (“EE”) 

Implementation Plan case, Docket No. E-01933A-I 1-0055, and strongly opposed 

the Company’s initial requests for significant increases in the DSMS. After 

working with the Company and other parties, AECC joined in a settlement 

agreement that resulted in a proposed DSMS rate for non-residential customers of 

2.86 percent. Although the settlement agreement was opposed by Staff, it was 

recommended for approval by Administrative Law Judge Jane Rodda on August 

30,2012 and remains pending before the Commission as of the date of this 

testimony. 

One of the attributes of the TEP EE settlement agreement is that it would 

set DSMS rates for non-residential customers on an equal percentage basis. An 

equal percentage approach is fair because it makes the cost of funding EE 

programs proportionate to each non-Residential customer’s bill. Any individual 

customer’s contribution to EE program funding through a surcharge is not a direct 

purchase of energy or demand, but a contribution to programs and overhead costs. 

It makes sense for funding of this sort to be proportionate to the customer’s 

energy costs because a proportionate surcharge best reflects the potential benefits 

the customer might receive as a result of EE programs. It therefore strikes a 

reasonable balance between the costs charged to customers for EE programs and 

the potential benefits they might receive. Percentage-of-bill riders are used in 

Idaho, Utah, Wyoming, and New Mexico. 
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Another attribute of the TEP EE settlement agreement is that the overall 

cost of energy efficiency programs is kept within 3.0 percent of customers’ total 

bills. I recommend that on a going-forward basis, the overall costs of TEP energy 

efficiency programs continue to be kept within 3.0 percent of customers’ total 

bills and that the DSMS for non-residential customers be assessed on an equal 

percentage basis, as proposed in the TEP EE settlement agreement. I recommend 

that these rate impact and rate design parameters be a condition of any TEP 

energy efficiency resource plan approved by the Commission. 

NET OPERATING LOSS CARRYFORWARD 

Q. Have you reviewed the testimony of TEP witnesses Karen G. Kissinger and 

James I. Warren regarding TEP’s treatment of its net operating loss 

(CCNOL”) carryforward as it applies to the Company’s accumulated deferred 

income tax (“ADIT”) balance? 

A. Yes, I have. 

Q. Please describe the ratemaking treatment TEP is seeking with respect to its 

NOL carryforward. 

A. TEP anticipates that it will not be able to fully utilize all of the accelerated 

depreciation to which it would otherwise be entitled because the Company 

experienced a net operating loss for federal income tax purposes for the 20 1 1 tax 

year.51 The net operating loss is due in large part to the magnitude of certain 

bonus tax depreciation that is allowable to the Company. TEP is seeking 

recognition of an ADIT asset associated with this NOL as an addition to rate base. 

’’ Direct testimony of Karen G. Kissinger, p. 21. 
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What are the implications for ratemaking of this treatment? 

The answer to this question requires a brief background discussion. The 

bonus tax depreciation that gives rise to this situation is a greatly accelerated tax 

deduction for depreciation that has been permitted pursuant to several statutes 

signed into law in recent years to stimulate the economy. Generally, the tax 

benefits of accelerated depreciation are not passed through directly to ratepayers; 

instead, according to the conventions of income tax normalization, a utility’s 

ADIT (created because of the timing differences between tax and book 

depreciation) is viewed as a source of zero-cost capital to the utility as part of the 

ratemaking process. Consequently, ADIT is booked as a credit against rate base, 

thereby reducing revenue requirements for customers. 

As explained by Ms. Kissinger, because of the net operating loss, there is a 

portion of TEP’s tax depreciation deductions from which the Company has yet to 

realize a cash benefit. Consequently, TEP proposes to recognize an ADIT asset 

associated with the NOL. The ADIT asset will be an increase to rate base, 

offsetting a portion of the ADIT reduction to rate base that would otherwise 

apply. The upshot is that because of the NOL, the benefit of the ADIT reduction 

to rate base that would otherwise apply is reduced. 

Are you proposing to challenge the recognition of the ADIT asset as proposed 

by Ms. Kissinger and supported by Mr. Warren? 

No, I am not. However, the existence of the NOL creates a problem for 

regulators. One the one hand, Ms. Kissinger argues that it would be unfair for 

retail customers to receive the rate-base reducing benefits of the ADIT related to 

accelerated depreciation when the Company has not yet received the benefit of 
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this deduction. On the other hand, TEP yiJ be able to realize the benefit of its 

20 1 1 accelerated depreciation deductions in future years, because the tax code 

permits these deductions to be carried forward to tax years when they can be 

applied against positive taxable income. If there is not some recognition of this 

benefit to customers when TEP avails itself of this deduction, then customers will 

be deprived of the full benefits of the ADIT to which they are entitled. The 

challenge for regulators is to balance fairness to TEP 

situation. 

What is your recommendation to the Commission to address this problem? 

I recommend that the Commission recognize the ADIT asset as proposed 

by TEP in setting rates in this case, but also require TEP to establish a regulatory 

liability when bonus tax depreciation associated with plant included in rate base in 

this case is applied against future tax years. As I noted above, the tax benefit 

from bonus depreciation can be carried forward to future tax years when positive 

taxable income is realized. For this reason, it makes sense to calculate annually 

the revenue requirement reduction associated with the increase in accumulated 

deferred income tax associated with bonus tax depreciation as this benefit is 

realized by TEP. This revenue requirement reduction should be deferred and 

booked as a regulatory liability, earn a carrying charge equal to the Company’s 

approved rate of return, and be recognized as a credit to customers in rates at a 

future date. 1 believe this approach strikes the desired balance in being fair both 

to TEP and to customers. 

to customers in this 
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TEP SOLAR OWNERSHIP PLAN 

Q. 

A. 

What is TEP requesting regarding its development of solar resources? 

As discussed in the direct testimony of Mr. Hutchens, TEP is requesting 

“continued authority” to invest up to $30 million of capital annually in 2014 

through 2017 to develop solar energy resources. The revenue requirement 

associated with these investments would include depreciation, property taxes, 

income taxes, O&M expense and carrying costs using TEP’s authorized Weighted 

Average Cost of Capital and would be recovered through the REST surcharge 

until the investment is included in base rates. Specific projects and associated 

revenue requirement would be submitted as part of TEP’s annual REST 

Implementation 

project investments because the Company believes that “requiring annual 

approval of utility-owned projects through the REST process is proving too 

difficult to achieve as the Company pursues new technologies and a greater 

number of proje~ts.’’’~ 

Do you recommend adoption of the Company’s proposal? 

TEP is requesting approval for four consecutive years of 

Q. 

A. No. TEP’s proposal overlooks a critical part of the equation: the cost to 

customers. The cost of TEP’s compliance with the REST rules continues to 

increase. It is essential that the Commission retain direct control over approving 

each year’s REST budget. TEP should not be granted a four-year authorization to 

build solar projects when the cost consequences to customers from future REST 

filings remain unknown. 

52 Direct testimony of David G.  Hutchens, pp. 30-31. 
53 Bid, p. 32. 
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1 Q. Does this conclude your direct testimony? 

2 A. Yes, it does. 
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KEVIN C. HIGGINS 
Principal, Energy Strategies, L.L.C. 

215 South State St., Suite 200, Salt Lake City, UT 84111 

Vitae 

PROFESSIONAL EXPERIENCE 

Principal, Energy Strategies, L.L.C., Salt Lake City, Utah, January 2000 to present. Responsible 
for energy-related economic and policy analysis, regulatory intervention, and strategic 
negotiation on behalf of industrial, commercial, and public sector interests. Previously Senior 
Associate, February 1995 to December 1999. 

Adjunct Instructor in Economics, Westminster College, Salt Lake City, Utah, September 198 1 to 
May 1982; September 1987 to May 1995. Taught in the economics and M.B.A. programs. 
Awarded Adjunct Professor of the Year, Gore School of Business, 1990-9 1. 

Chief of StafT to the Chairman, Salt Lake County Board of Commissioners, Salt Lake City, Utah, 
January 1991 to January 1995. Senior executive responsibility for all matters of county 
government, including formulation and execution of public policy, delivery of approximately 140 
government services, budget adoption and fiscal management (over $300 million), strategic 
planning, coordination with elected officials, and communication with consultants and media. 

Assistant Director, Utah Energy Office, Utah Department of Natural Resources, Salt Lake City, 
Utah, August 1985 to January 1991. Directed the agency’s resource development section, which 
provided energy policy analysis to the Governor, implemented state energy development policy, 
coordinated state energy data collection and dissemination, and managed energy technology 
demonstration programs. Position responsibilities included policy formulation and 
implementation, design and administration of energy technology demonstration programs, 
strategic management of the agency’s interventions before the Utah Public Service Commission, 
budget preparation, and staff development. Supervised a staff of economists, engineers, and 
policy analysts, and served as lead economist on selected projects. 

Utility Economist, Utah Energy Office, January 1985 to August 1985. Provided policy and 
economic analysis pertaining to energy conservation and resource development, with an 
emphasis on utility issues. Testified before the state Public Service Commission as an expert 
witness in cases related to the above. 

Acting; Assistant Director, Utah Energy Office, June 1984 to January 1985. Same responsibilities 
as Assistant Director identified above. 
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Research Economist, Utah Energy OEce, October 1983 to June 1984. Provided economic 
analysis pertaining to renewable energy resource development and utility issues. Experience 
includes preparation of testimony, development of strategy, and appearance as an expert witness 
for the Energy Office before the Utah PSC. 

ODerations Research Assistant, Corporate Modeling and Operations Research Department, Utah 
Power and Light Company, Salt Lake City, Utah, May 1983 to September 1983. Primary area of 
responsibility: designing and conducting energy load forecasts. 

Instructor in Economics, University of Utah, Salt Lake City, Utah, January 1982 to April 1983. 
Taught intermediate microeconomics, principles of macroeconomics, and economics as a social 
science. 

Teacher, Vernon-Verona-SherriII School District, Verona, New York, September 1976 to June 
1978. 

EDUCATION 

Ph.D. Candidate, Economics, University of Utah (coursework and field exams completed, 1981). 

Fields of Specialization: Public Finance, Urban and Regional Economics, Economic 
Development, International Economics, History of Economic Doctrines. 

Bachelor of Science, Education, State University of New York at Plattsburgh, 1976 (cum laude). 

Danish International Studies Program, University of Copenhagen, 1975. 

SCHOLARSHIPS AND FELLOWSHIPS 

University Research Fellow, University of Utah, Salt Lake City, Utah 1982 to 1983. 
Research Fellow, Institute of Human Resources Management, university of Utah, 1980 to 1982. 
Teaching Fellow, Economics Department, University of Utah, 1978 to 1980. 
New York State Regents Scholar, 1972 to 1976. 
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EXPERT TESTIMONY 

“In the Matter of Application of Kentucky Utilities Company for an Adjustment of Its Electric 
Rates,” Kentucky Public Service Commission, Case No. 2012-00221. Direct testimony 
submitted October 3,20 12. 

“In the Matter of Application of Louisville Gas & Electric Company for an Adjustment of Its 
Electric Rates, Kentucky Public Service Commission, Case No. 2012-00221. Direct testimony 
submitted October 3,2012. 

“In the Matter of PacifiCorp’s Filing of Revised Tariff Schedules for Electric Service in 
Oregon,” Oregon Public Utilities Commission, Docket No. UE-245. Rebuttal testimony 
submitted August 13,2012. 

“In the Matter of the Application of Tucson Electric Power Company for Approval of Its 201 1 - 
20 12 Energy Efficiency Implementation Plan,” Arizona Corporation Commission, Docket No. 
E-01933A-11-0055. Direct testimony submitted June 15,2012. Rebuttal testimony submitted 
July 6,2012. Cross examined July 11,2012. 

“In the Matter of PacifiCorp, dba Pacific Power 2013 Transition Adjustment Mechanism,” 
Oregon Public Utilities Commission, Docket No. UE-245. Reply testimony submitted June 6, 
2012. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail 
Electric Utility Service Rates in Utah and for Approval of its Proposed Electric Service 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 1 1- 
035-200. Direct testimony submitted June 4,2012. 

“In the In the Matter of the Application of Columbus Southern Power Company and Ohio Power 
Company for Authority to Establish a Standard Service Offer Pursuant to $4928.143, Ohio Rev. 
Code, in the Form of an Electric Security Plan; In the Matter of the Application of Columbus 
Southern Power Company and Ohio Power Company for Approval of Certain Accounting 
Authority,” Public Utilities Commission of Ohio, Case Nos. 11-346-EL-SSO and1 1-348-EL- 
SSO. Direct testimony submitted May 4,2012. Cross examined May 25,2012. 

“In the Matter of the Application of Rocky Mountain Power for Approval of a General Rate 
Increase in Its Retail Electric Utility Service Rates in Wyoming of $62.8 Million Per Year or an 
Average Overall Increase of 10.4 Percent,” Wyoming Public Service Commission, Docket No. 
20000-405-ER-11. Direct testimony submitted April 30,2012. Settlement testimony submitted 
June 22,2012. Cross examined July 16,2012. 
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“Application of Entergy Texas, Inc. for Authority to Change Rates and Reconcile Fuel Costs,” 
Public Utility of Texas,” Docket No. 39896. Direct testimony submitted March 27,2012. Cross 
rebuttal testimony submitted April 13,2012. 

“In the Matter of Advice Letter No. 1597 - Electric Filed by Public Service Company of 
Colorado to Revise Its Colorado PUC No. 7 - Electric Tariff to Implement a General Rate 
Schedule Adjustment and Other Changes Effective December 23,201 1,” Colorado Public 
Utilities Commission, Docket No. 1 1AL-947E. Answer testimony submitted March 2,2012. 
Supplemental testimony submitted April 18,20 12. 

“In the Matter of the Rocky Mountain Power Proposed Schedule 94, Energy Balancing 
Account (EBA) Pilot Program Tariff,” Utah Public Service Commission. Direct testimony 
submitted February 23,2012. Rebuttal testimony submitted March 15,2012. Supplemental 
rebuttal testimony submitted March 16,2012. Cross examined April 24,2012. 

“In the Matter of the Joint Application of Westar Energy, Inc. and Kansas Gas and Electric 
Company for Approval to Make Certain Changes in Their Charges for Electric Service,” Kansas 
Corporation Commission,” Docket No. 12-WSEE- 1 12-RTS. Direct testimony submitted January 
5,2012. Cross-Answering testimony submitted January 17,2012. 

“In the Matter of the Petition of Public Service Company of Colorado Pursuant to C.R.S. 0 
40-6-1 1 l(l)(d) for Interim Rate Relief Effective on or before January 21,2012,’’ Colorado 
Public Utilities Commission, Docket No. 1 1M-95 1E. Affidavit submitted December 23,201 1. 

“201 1 Puget Sound Energy General Rate Case,” Washington Utilities and Transportation 
Commission, Docket No. UG- 10 1644. Response testimony submitted December 3,201 1. Cross 
Answer testimony submitted January 17,2012. Joint testimony in support of electric rate design 
stipulation filed January 13,20 12. Joint testimony in support of gas rate design stipulation filed 
January 17,2012. Oral testimony in support of stipulations presented February 14,2012. 

“In the Matter of the Application of Arizona Public Service Company for a Hearing to Determine 
the Fair Value of the Utility Property of the Company for Ratemaking Purposes, to Fix a Just and 
Reasonable Rate of Return Thereon, to Approve Rate Schedules Designed to Develop Such 
Return,” Arizona Corporation Commission, Docket No. E-01345A-11-0224. Direct testimony 
submitted November 1 8,201 1 (revenue requirement), December 2,20 1 1 (cost of service), and 
January 18,2012 (settlement agreement). Responsive testimony submitted January 25,2012 
(settlement agreement). Cross examined February 1,2012. 

“In the Matter of the Application of Duke Energy Carolinas, LLC for Adjustment of Rates and 
Charges Applicable to Electric Service in North Carolina,” North Carolina Utilities 
Commission, Docket No. E-7, Sub 989. Direct testimony submitted October 3 1 , 201 1. 
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“In the Matter of the Application of Columbus Southern Power Company and Ohio Power 
Company for Authority to Establish a Standard Service Offer Pursuant to 54928.143, Ohio Rev. 
Code, in the Form of an Electric Security Plan,” Public Utilities Commission of Ohio,” Case 
Nos. 11-346-EL-SSO and 11-348-EL-SSO, et al. Direct testimony in support of Stipulation 
submitted October 28,201 1. 

“Application of Nevada Power Company d/b/a NV Energy, for Authority to Increase Its Annual 
Revenue Requirement for General Rates Charged to All Classes of Customers, Begin to Recover 
the Costs of Constructing Harry Allen Combined Cycle, Goodsprings and Other Generating, 
Transmission and Distribution Plant Additions, and to Reflect Changes in Cost of Service and for 
Relief Properly Thereto; Application of Nevada Power Company d/b/a/ NV Energy for Approval 
of New and Revised Depreciation Rates for Its Electrical Operations; Application of Sierra 
Pacific Power Company d/b/a/ NV Energy for a Determination of the Reasonableness of the Ely 
Energy Center Project Development Costs and for Authority to Reclassifl Those Costs .from a 
Deferred Debit to a Regulatory Asset with an Appropriate Carrying Charge,” Public Utilities 
Commission of Nevada, Docket Nos. 1 1-06006, 1 1-06007, and 1 1-06008. Direct testimony 
submitted October 12,20 1 1. Cross examined November 2,20 1 1. 

“In the Matter of the Application of Idaho Power Company for Authority to Increase Its Rates 
and Charges for Electric Service in Idaho,” Idaho Public Utilities Commission, Case No. IPC-E- 
1 1-08. Direct testimony submitted October 7,201 1. Rebuttal testimony submitted November 
16,2011. Cross examined December 5,2011. 

“In the Matter of the Application of Public Service Company of CoIorado for an Order 
Approving Regulatory Treatment of Margins Earned from Certain Renewable Energy Credit and 
Energy Transactions and Petition for Declaratory Order Clarifying the Meaning of the Phrase) 
“Transactions Executed” as that Phrase Is Used in the Settlement Agreement Approved in 
Docket No. 09A-602E,” Colorado Public Utilities Commission, Docket No. 1 1A-510E. Answer 
testimony submitted September 19,201 1. Cross examined October 20,201 1. 

“In the Matter of the Application of Columbus Southern Power Company and Ohio Power 
Company for Authority to Establish a Standard Service Offer Pursuant to 94928.143, Ohio Rev. 
Code, in the Form of an Electric Security Plan,” Public Utilities Commission of Ohio,” Case 
Nos. 11-346-EL-SSO and Case No. 11-348-EL-SSO. “In the Matter of the Application of 
Columbus Southern Power Company and Ohio Power Company for Approval of Certain 
Accounting Authority,” Case Nos. 1 1-349-EL-AAM and 1 1-350-EL-AAM. Direct testimony 
submitted July 25,201 1. 

“In the Matter of the Application of Appalachian Power Company for an Adjustment of Electric 
Base Rates,” Virginia Corporation Commission, Case No. PUE-20 1 1-00037. Direct testimony 
submitted July 20,201 1. 
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“Ameren Illinois Company d/b/a Ameren Illinois, Proposed General Increase in Electric Delivery 
Service Rates; Ameren Illinois Company d/b/a Ameren Illinois, Proposed General Increase in 
Natural Gas Rates,” Illinois Commerce Commission, Docket Nos. 1 1-0279 and 11-0282. Direct 
testimony submitted June 29,201 1. Rebuttal testimony submitted August 23,20 1 1. 

“In the Matter of PacifiCorp, dba Pacific Power 2012 Transition Adjustment Mechanism,” Public 
Utility Commission of Oregon, Docket No. UE-227. Reply testimony submitted June 24,201 1. 
Rebuttal testimony submitted August 16,201 1. 

“In the Matter of the Application of Rocky Mountain Power to Implement a Permanent Avoided 
Cost Methodology for Customers That Do Not Qualifl for Tariff Schedule 37 - Avoided Cost 
Purchases from Qualifying Facilities,” Wyoming Public Service Commission, Docket No. 
20000-388-EA-11. Direct testimony submitted May 26,201 1. Cross examined August 2,201 1. 

“In the Matter of the Application of Public Service Company of New Mexico for Revision of Its 
Retail Electric Rates Pursuant to Advice Notice Nos. 397 and 32 (Former TNMP Services), 
Public Service Company of New Mexico, Applicant,” New Mexico Public Regulation 
Commission, Case No. 10-00086-UT. Direct testimony in Opposition to Stipulation submitted 
April 14,201 1. Cross examined May 12,201 1. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase Its Retail 
Electric Utility Service Rates in Wyoming Approximately $97.9 Million Per Year or 17.3 
Percent,” Wyoming Public Service Commission, Docket No. 20000-3 84-ER- 1 0. Direct 
testimony submitted April 1 1 , 201 1. Cross answer testimony submitted May 6,201 1. 
Stipulation testimony submitted June 9,20 1 1. Cross examined June 20,201 1. 

“In the Matter of the Application of Rocky Mountain Power for Approval of an Adjustment to 
the Demand-Side Management Program and Suspend Schedule 191 Rate Surcharges,” Wyoming 
Public Service Commission, Docket No. 20000-383-ER-10. Direct testimony submitted March 
30,2011. Cross examinedMay 11,2011. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail 
Electric Utility Service Rates in Utah and for Approval of its Proposed Electric Service 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 10- 
035-124. Direct testimony submitted March 9,201 1 (test period); May 26,201 1 (revenue 
requirement); and June 2,201 1 (cost of service). Rebuttal testimony submitted March 17,201 1 
(test period) and June 30,201 1 (revenue requirement). Surrebuttal testimony submitted July 19, 
201 1 (revenue requirement). Cross examined March 24,201 1 (test period); August 3,201 1 
(revenue requirement stipulation); and August 8,201 1 (cost of service stipulation). 
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“Application of Nevada Power Company d/b/a NV Energy to Establish Interim Base Energy 
Efficiency Program Rates and Base Energy Efficiency Implementation Rates Pursuant To NRS 
704.785 and the Order Issued in Docket No. 09-07016; Application of Sierra Pacific Power 
Company d/b/a NV Energy to Establish Interim Base Energy Efficiency Program Rates and Base 
Energy Efficiency Implementation Rates Pursuant to NRS704.785 and the Order Issued in 
Docket No. 09-0701 6,” Public Utilities Commission of Nevada, Docket Nos. 10-1 0024 and 10- 
10025. Direct testimony submitted March 8,20 1 1. Cross examined March 29,20 1 1. 

“20 1 0 Puget Sound Energy Tariff Filing,” Washington Utilities and Transportation 
Commission, Docket No. UG-101644. Joint testimony in support of stipulation filed February 
1 1 , 20 1 1. Oral testimony in support of stipulation presented March 1,20 1 1. 

“Petition of Duke Energy Indiana, Inc. for Approval to Offer Additional Energy Efficiency 
Programs; For Approval of Program Cost Recovery, Lost Revenues and Incentives Pursuant to 
170 IAC 4-8-5, 170 IAC 4-8-6, and 170 IAC 4-8-7; Authority to Defer Costs Pending Approval 
and for Authority to Implement Annual Tracking Mechanism,” Indiana Utility Regulatory 
Commission, Cause No. 43955. Direct testimony submitted February 9,201 1. 

“In the Matter of the Application of Duke Energy Ohio for Approval of a Market Rate Offer to 
Conduct a Competitive Bidding Process for Standard Service Offer Electric Generation Supply, 
Accounting Modifications, and Tariffs for Generation Service,” Public Utilities Commission of 
Ohio, Case No. 10-2586-EL-SSO. Direct testimony submitted December 21,2010. Deposed 
December 22,2010. Cross examined January 18,201 1. 

“In the Matter of the Application of Public Service Company of Colorado for Approval of a 
Number of Strategic Issues Relating To Its DSM Plan, Including Long-Term Electric Energy 
Savings Goals and Incentives,” Colorado Public Utilities Commission, Docket No. 1 OA-554EG. 
Answer testimony submitted December 17,2010. Cross answer testimony submitted February 4, 
201 1. Cross examined March 2,201 1. 

“In the Matter of Appalachian Power Company and Wheeling Power Company,” Public Service 
Commission of West Virginia, Case No. 10-0699-E-42T. Direct testimony submitted November 
10,201 0. Rebuttal testimony submitted November 23,2010. 

“In the Matter of the Application of Rocky Mountain Power for Alternative Cost Recovery for 
Major Plant Additions of the Populus to Ben Lomond Transmission Line and Dunlap I Wind 
Project,” Utah Public Service Commission, Docket No. 10-035-89. Confidential direct 
testimony submitted October 26,2010. Oral testimony in support of stipulation presented 
December 6,20 10. 
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“In the Matter of Georgia Power Company’s 2010 Rate Case,” Georgia Public Service 
Commission, Docket No. 3 1958. Direct testimony submitted October 22,2010. Cross examined 
November 8,2010. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Implement an 
Energy Cost Adjustment Mechanism,” Wyoming Public Service Commission, Docket No. 
20000-368-EA-10. Direct testimony submitted September 10,2010, Cross examined November 
9,2010. 

“Application of Entergy Texas, Inc. for Authority to Change Rates and Reconcile Fuel Costs,” 
Public Utility Commission of Texas, Docket No. 37744. Direct testimony submitted June 9, 
2010. 

“Portland General Electric General Rate Case Filing,” Public Utility Commission of Oregon, 
Docket No. UE-215. Opening testimony submitted June 4,2010. Joint testimony in support of 
stipulation submitted August 2,2010. 

“In the Matter of the Application of Duke Energy Ohio, Inc. to Establish and Adjust the Initial 
Level of its Distribution Reliability Rider,” Public Utilities Commission of Ohio, Case No. 09- 
1946-EL-RDR. Direct testimony submitted May 18,20 10. 

“In the Matter of PacifiCorp, dba Pacific Power, 201 1 Transition Adjustment Mechanism,” 
Public Utility Commission of Oregon, Docket No. UE-216. Reply testimony submitted May 12, 
2010. Joint testimony in support of stipulation submitted July 26,2010. 

“In the Matter of the Application of Rocky Mountain Power for Alternative Cost Recovery for 
Major Plant Additions of the Ben Lomond to Terminal Transmission Line and the Dave Johnston 
Generation Unit 3 Emissions Control Measure,” Utah Public Service Commission, Docket No. 
10-035-13. Direct testimony submitted April 26,2010. 

“In the Matter of a Notice of Inquiry into Energy Efficiency,” Arkansas Public Service 
Commission, Docket No. 10-010-U. Direct testimony submitted March 23,2010. Cross 
examined October 18,20 10. 

“In the Matter of the Application of Entergy Arkansas, Inc. for Approval of Changes in Rates for 
Retail Electric Service,” Arkansas Public Service Commission,” Docket No. 09-0844. Direct 
testimony submitted February 26,20 10. 

“In the Matter of the Application of Rocky Mountain Power for Approval of a General Rate 
Increase of Approximately $70.9 Million per Year or 13.7 Percent,” Wyoming Public Service 
Commission, Docket No. 20000-352-ER-09. Direct testimony submitted February 16,2010. 
Cross answer testimony submitted March 15,201 0. Direct settlement testimony submitted 
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March 31,2010. Cross examined April 23,2010. 

“Amended Petition of Puget Sound Energy, Inc., for an Order Authorizing the Use of the 
Proceeds from the Sale of Renewable Energy Credits and Carbon Financial Instruments,” 
Washington Utilities and Transportation Commission, Docket No. UE-070725. Response 
testimony submitted January 28,2010. 

“Application of Appalachian Power Company for a 2009 Statutory Review of Rates Pursuant to 
9 56.585.1 A of the Code of Virginia,” Virginia Corporation Commission, Case No. PUE-2009- 
00030. Direct testimony submitted December 28,2009. Additional direct testimony submitted 
March 8,2010. Cross examined April 1,2010. 

“In the Matter of the Application of Ohio Edison Company, The Cleveland Electric Illuminating 
Company and The Toledo Edison Company for Approval of a Market Rate Offer to Conduct a 
Competitive Bidding Process for Standard Service Offer Electric Generation Supply, Accounting 
Modifications with Reconciliation Mechanism and Tariffs for Generation Service,” Public 
Utilities Commission of Ohio, Case No. 09-906-EL-SSO. Direct testimony submitted December 
4, 2009. Deposed December 10,2009. 

“2009 Puget Sound Energy General Rate Case,” Washington Utilities and Transportation 
Commission, Docket Nos. UE-090704 and UG-090705. Response testimony submitted 
November 17,2009. Joint testimony in support of stipulation submitted January 8,20 10. . 

“In the Matter of the Application of Rocky Mountain Power for Approval of Its Proposed Energy 
Cost Adjustment Mechanism,” Utah Public Service Commission, Docket No. 09-035-1 5. Direct 
Phase I testimony submitted November 16,2009. Direct Phase I1 testimony submitted August 4, 
2010. Rebuttal Phase 11 testimony submitted September 15,2010. Surrebuttal Phase I testimony 
submitted January 5,2010. Surrebuttal Phase I1 testimony submitted October 13,2010. Cross 
examined January 12,2010 (Phase I) and November 2,2010 (Phase 11). 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail 
Electric Utility Service Rates in Utah and for Approval of Its Proposed Electric Service 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 09- 
03 5-23, Direct testimony submitted October 8 , 2009. Rebuttal testimony submitted November 
12,2009. Surrebuttal testimony submitted November 30,2009. Cross examined December 15- 
16,2009. 

‘(Re: The Tariff Sheets Filed by Public Service Company of Colorado with Advice Letter No. 
1535 - Electric,” Colorado Public Utilities Commission, Docket No. 09AL-299E. Answer 
testimony submitted October 2,2009. Surrebuttal testimony submitted December 18,2009. 
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“In the Matter of the Applications of Westar Energy, Inc., and Kansas Gas and Electric Company 
for Approval to Make Certain Changes in their Charges for Electric Service,” Kansas 
Corporation Commission, Docket No. 09-WSEE-925-RTS. Direct testimony submitted 
September 30,2009. Cross answer testimony submitted October 16,2009. 

“Central Illinois Light Company d/b/a AmerenCILCO Proposed General Increase in Electric 
Delivery Service Rates; Central Illinois Public Service Company d/b/a AmerenCIPS Proposed 
General Increase in Electric Delivery Service Rates; Illinois Power Company d/b/a/ AmerenIP 
Proposed General Increase in Electric Delivery Service Rates; Central Illinois Light Company 
d/b/a AmerenCILCO Proposed General Increase in Gas Delivery Service Rates; Central Illinois 
Public Service Company d/b/a AmerenCIPS Proposed General Increase in Gas Delivery Service 
Rates; Illinois Power Company d/b/a/ AmerenIP Proposed General Increase in Gas Delivery 
Service Rates,” Illinois Commerce Commission, Docket Nos. 09-0306,09-0307,09-0308,09- 
0309,09-03 10, and 09-03 1 1. Direct testimony submitted September 28,2009. Rebuttal 
testimony submitted November 20,2009. 

“In the Matter of the Complaint of Nucor Steel-Indiana, a Division of Nucor Corporation against 
Duke Energy Indiana, Inc. for Determination of Reasonable and Just Charges and Conditions for 
Electric Service and Request for Expedited Adjudication,” Indiana Utility Regulatory 
Commission, Cause No. 43754. Direct testimony submitted September1 8,2009. Rebuttal 
testimony submitted December 3,2009. Testimony withdrawn pursuant to settlement agreement. 

“In the Matter of PacifiCorp’s Filing of Revised Tariff Schedules for Electric Service in 
Oregon,” Public Utility Commission of Oregon, Docket No. UE-210. Reply testimony 
submitted July 24,2009. Joint testimony in support of stipulation submitted September 25,2009. 

“In The Matter of the Application of Rocky Mountain Power to Establish an Avoided Cost 
Methodology for Customers That Do Not Qualify for Tariff Schedule 37 - Avoided Cost 
Purchases from Qualifying Facilities,” Wyoming Public Service Commission, Docket No. 
20000-342-EA-09. Direct testimony submitted July 21,2009. Cross examined September 1, 
2009. 

“In the Matter of PacifiCorp, dba Pacific Power, 20 10 Transition Adjustment Mechanism,” 
Public Utility Commission of Oregon, Docket No. UE-207. Reply testimony submitted July 14, 
2009. Joint testimony in support of stipulation submitted September 25,2009. 

“In The Matter of the Application of The Detroit Edison Company for Authority to Increase Its Rates, 
Amend Its Rate Schedules and Rules Governing the Distribution and Supply of Electric Energy,” 
Michigan Public Service Commission, Case No. U-15768. Direct testimony submitted July 9,2009. 
Rebuttal testimony submitted July 30,2009. 
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“In the Matter of the Investigation of Westar Energy, Inc., and Kansas Gas and Electric Company 
to Consider the Issue of Rate Consolidation and Resulting Rate Design,” Kansas Corporation 
Commission,” Docket No. 09-WSEE-641 -GIE. Direct testimony submitted June 26,2009. Cross 
examined August 17,2009. 

“Illinois Commerce Commission on Its Own Motion vs Commonwealth Edison Company, 
Investigation of Rate Design Pursuant to Section 9-250 of the Public Utilities Act,” Illinois 
Commerce Commission, Docket No. 08-0532. Direct testimony submitted May 22,2009. 

“In the Matter of the Application of Duke Energy Kentucky, Inc. for Approval of Energy 
Efficiency Plan, Including an Energy Efficiency Rider and Portfolio of Energy Efficiency 
Programs,” Kentucky Public Service Commission, Case No. 2008-00495. Direct testimony 
submitted May 1 1,2009. 

“In the Matter of the Application by Nevada Power Company d/b/a NV Energy, filed Pursuant to 
NRSg704.1 lO(3) and NRS $704.1 lO(4) for Authority to Increase Its Annual Revenue 
Requirement for General Rates Charged to All Classes of Customers, Begin to Recover the Costs 
of Acquiring the Bighorn Power Plant, Constructing the Clark Peakers, Environmental Retrofits 
and Other Generating, Transmission and Distribution Plant Additions, to Reflect Changes in 
Cost of Service and for Relief Properly Related Thereto, Public Utilities Commission of Nevada, 
Docket No. 08-12002. Direct testimony submitted April 14,2009 (revenue requirement) and 
April 21,2009 (cost of servicehate design). Cross examined May 6,2009. 

“Verified Petition of Duke Energy Indiana, Inc. Requesting the Indiana Utility ReguIatory 
Commission to Approve an Alternative Regulatory Plan Pursuant to the Ind. Code 8-1-2.5, Et 
Seq., for the Implementation of an Electric Distribution System “SmartGrid” and Advanced 
Metering Infrastructure, Distribution Automation Investments, and a Distribution Renewable 
Generation Demonstration Project and Associated Accounting and Rate Recovery Mechanisms, 
Including a Ratemaking Proposal to Update Distribution Rates Annually and a “Lost Revenue” 
Recovery Mechanism, in Accordance with Ind. Code 8-1-2-42(a) and 8-1-2.5-1 Et Seq. and 
Preliminary Approval of the Estimated Costs and Scheduled Deployment of the Company’s 
SmartGrid Initiative,” Indiana Utility Regulatory Commission, Cause No. 43501. Direct 
testimony submitted February 27,2009. 

“In The Matter of the Application of Duke Energy Ohio for an Increase in Electric Distribution 
Rates,” Public Utilities Commission of Ohio, Case No. 08-709-EL-AIR “In the Matter of the 
Application of Duke Energy Ohio for Tariff Approval,” Case No. 08-710-EL-ATAY “In the 
Matter of the Application of Duke Energy Ohio for Approval to Change Accounting Methods,” 
Case No. 08-71 1-EL-AAM. Direct testimony submitted February 26,2009. 

“In The Matter of the Amended Application of Rocky Mountain Power for Approval of a 
General Rate Increase of Approximately $28.8 Million per Year (6.1 Percent Overall Average 
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Increase)”, Wyoming Public Service Commission, Docket No. 20000-333-ER-08. Direct 
testimony submitted January 30,2009. Summary of cross answer testimony submitted February 
27,2009. Settlement testimony submitted March 13,2009. Cross examined March 24,2009. 

“In the Matter of the Application of Dayton Power and Light Company for Approval of Its 
Electric Security Plan,” Public Utilities Commission of Ohio, Case No. 08-1 094-EL-SSO; “In 
the Matter of the Application of Dayton Power and Light Company for Approval of Revised 
Tariffs, Case No. 08- 1095-EL-ATA; “In the Matter of the Application of Dayton Power and 
Light Company for Approval of Certain Accounting Authority Pursuant to Ohio Rev. Code 
$4905.13,” Case No. 08-1096-EL-AAM; In the Matter of the Application of Dayton Power and 
Light Company for Approval of Its Amended Corporate Separation Plan, Case No. 08-1097-EL- 
UNC. Direct testimony submitted January 26,2009. Deposed February 6,2009. Testimony 
withdrawn pursuant to stipulation filed February 24,2009. 

“Application of Oncor Electric Delivery Company LLC for Authority to Change Rates,” Public 
Utility Commission of Texas, SOAH Docket No. 473-08-3681, PUC Docket No. 35717. Direct 
testimony submitted November 26,2008. Cross examined February 3,2009. 

“In the Matter of the Application of Columbus Southern Power Company for Approval of Its 
Electric Security Plan; An Amendment to Its Corporate Separation Plan; and the Sale of Certain 
Generating Assets”, Public Utilities Commission of Ohio, Case No. 08-9 17-EL-SSO; “In the 
Matter of the Application of Ohio Power Company for Approval of Its Electric Security Plan; 
and an Amendment to Its Corporate Separation Plan,” Case No. 08-918-EL-SSO. Direct 
testimony submitted October 3 I, 2008. Cross examined November 25,2008. 

“Application of Louisville Gas and EIectric Company for an Adjustment of Its Electric and Gas Base 
Rates,” Kentucky Public Service Commission, Case No. 2008-00252. Direct testimony submitted 
October 28,2008. 

“Application of Kentucky Utilities Company for an Adjustment of Base Rates,” Kentucky Public 
Service Commission, Case No. 2008-00251. Direct testimony submitted October 28,2008. 

“In the Matter of the Application of Idaho Power Company for Authority to Increase its Rates 
and Charges for Electric Service,” Idaho Public Utilities Commission, Case No. IPC-E-08-10. 
Direct testimony submitted October 24,2008. Rebuttal testimony submitted December 3,2008. 
Cross examined December 19,2008. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail 
Electric Utility Service Rates in Utah and for Approval of its Proposed Electric Service 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 08- 
035-38. Direct testimony submitted October 7,2008 (test period) and February 12,2009 (revenue 
requirement). Cross examined October 28,2008 (test period). 
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“In the Matter of the Application of Ohio Edison Company, The Cleveland Electric Illuminating 
Company and The Toledo Edison Company for Authority to Establish a Standard Service Offer 
Pursuant to R.C. 3 4928.143 in the Form of an Electric Security Plan,” Public Utility 
Commission of Ohio, Case No. 08-935-EL-SSO. Direct testimony submitted September 29, 
2008. Deposed October 13,2008. Cross examined October 21,2008. 

“In the Matter of the Application of Westar Energy, Inc. and Kansas Gas and Electric Company 
for Approval to Make Certain Changes In Their Charges for Electric Service,” State Corporation 
Commission of Kansas, Docket No. 08-WSEE-1041-RTS. Direct testimony submitted 
September 29,2008. Cross Answer testimony submitted October 8,2008. 

“In the Matter of Appalachian Power Company’s Application for Increase in Electric Rates,” 
Virginia State Corporation Commission, Case No. PUE-2008-00046. Direct testimony 
submitted September 26,2008. 

“In the Matter of the Application of Ohio Edison Company, The Cleveland Electric Illuminating 
Company and The Toledo Edison Company for Approval of a Market Rate Offer to Conduct a 
Competitive Bidding Process for Standard Service Offer Electric Generation Supply, Accounting 
Modifications with Reconciliation Mechanism and Tariffs for Generation Service,” Public Utility 
Commission of Ohio, Case No. 08-936-EL-SSO. Direct testimony submitted September 9,2008. 
Deposed September 16,2008. 

“In the Matter of the Application of Arizona Public Service Company for a Hearing to Determine 
the Fair Value of the Utility Property of the Company for Ratemaking Purposes, to Fix a Just and 
Reasonable Rate of Return Thereon, to Approve Rate Schedules Designed to Develop Such 
Return,” Arizona Corporation Commission, Docket No. E-01345A-08-0172. Direct testimony 
submitted August 29,2008 (interim rates), December 19,2008 (revenue requirement), January 9, 
2009 (cost of service, rate design), and July 1 , 2009 (settlement agreement). Reply testimony 
submitted August 6,2009 (settlement agreement), Cross examined September 16,2008 (interim 
rates) and August 20,2009 (settlement agreement). 

“Verified Joint Petition of Duke Energy Indiana, Inc., Indianapolis Power & Light Company, 
Northern Indiana Public Service Company and Vectren Energy Delivery of Indiana, Inc. for 
Approval, if and to the Extent Required, of Certain Changes in Operations That Are Likely To 
Result from the Midwest Independent System Operator, Inc.’s Implementation of Revisions to Its 
Open Access Transmission and Energy Markets Tariff to Establish a Co-optimized, Competitive 
Market for Energy and Ancillary Services Market; and for Timely Recovery of Costs Associated 
with Joint Petitioners’ Participation in Such Ancillary Services Market,” Indiana Utility 
Regulatory Commission, Cause No. 43426. Confidential direct testimony submitted August 6, 
2008. Confidential direct testimony in opposition to Settlement Agreement submitted November 
12,2008. 
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The Detroit Edison Company for Authority to Increase Its Rates, 
Amend Its Rate Schedules and Rules Governing the Distribution and Supply of Electric Energy, and 
for Miscellaneous Accounting Authority,” Michigan Public Service Commission, Case No. U- 1 5244. 
Direct testimony submitted July 15,2008. Rebuttal testimony submitted August 8,2008. 

“Portland General Electric General Rate Case Filing,” Public Utility Commission of Oregon, 
Docket No. UE-197. Direct testimony submitted July 9,2008. Surrebuttal testimony submitted 
September 15,2008. 

“In the Matter of PacifiCorp, dba Pacific Power, 2009 Transition Adjustment Mechanism, 
Schedule 200, Cost-Based Supply Service,” Public Utility Commission of Oregon, Docket No. 
UE-199. Reply testimony submitted June 23,2008. Joint testimony in support of stipulation 
submitted September 4,2008. 

“2008 Puget Sound Energy General Rate Case,” Washington Utilities and Transportation 
Commission, Docket Nos. UE-072300 and UG-072301. Response testimony submitted May 30, 
2008. Cross-Answer testimony submitted July 3,2008. Joint testimony in support of partial 
stipulations submitted July 3,2008 (gas rate spreadrate design), August 12,2008 (electric rate 
spreadrate design), and August 28,2008 (revenue requirements). Cross examined September 3, 
2008. 

“Verified Petition of Duke Energy Indiana, Inc. Requesting the Indiana Utility Regulatory 
Commission to Approve an Alternative Regulatory Plan Pursuant to the Ind. Code 8-1-2.5, Et 
Seq., for the Offering of Energy EMiciency Conservation, Demand Response, and Demand-Side 
Management Programs and Associated Rate Treatment Including Incentives Pursuant to a 
Revised Standard Contract Rider No. 66 in Accordance with Ind. Code 8-1-2.5-1 Et Seq. and 8- 
1 -2-42(a); Authority to Defer Program Costs Associated with Its Energy Efficiency Portfolio of 
Programs; Authority to Implement New and Enhanced Energy Efficiency Programs in Its Energy 
Efficiency Portfolio of Programs; and Approval of a Modification of the Fuel Adjustment Clause 
Earnings and Expense Tests,” Indiana Utility Regulatory Commission, Cause No. 43374. 
Confidential direct testimony submitted May 2 1,2008 and October 27,2008. Testimony 
withdrawn pursuant to stipulation, but re-submitted June 1,201 0. Confidential supplemental 
direct testimony submitted June 10,20 10. Application withdrawn by Duke Energy Indiana, June 
2010. 

“Cinergy Cop., Duke Energy Ohio, Inc., Cinergy Power Investments, Inc., Generating Facilities 
LLCs,” Federal Energy Regulatory Commission, Docket No. EC-08-78-000. Affidavit filed 
May 14,2008. 
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“Application of Entergy Gulf States, Inc. for Authority to Change Rates and to Reconcile Fuel 
Costs, Public Utility Commission of Texas, Docket No. 34800 [SOAH Docket No. 473-08- 
03341. Direct testimony submitted April 11,2008. Testimony withdrawn pursuant to stipulation. 

“Central Illinois Light Company d/b/a AmerenCILCO Proposed General Increase in Electric 
Delivery Service Rates, Central Illinois Public Service Company d/b/a AmerenCIPS Proposed 
General Increase in Electric Delivery Service Rates, Illinois Power Company d/b/a/ AmerenIP 
Proposed General Increase in Electric Delivery Service Rates, Central Illinois Light Company 
d/b/a AmerenCILCO, Proposed General Increase in Gas Delivery Service Rates, Central Illinois 
Public Service Company d/b/a AmerenCIPS Proposed General Increase in Gas Delivery Service 
Rates, Illinois Power Company d/b/a/ AmerenIP Proposed General Increase in Gas Delivery 
Service Rates,” Illinois Commerce Commission, Docket Nos. 07-0585,07-0586,07-0587,07- 
0588,07-0589, 07-0590. Direct testimony submitted March 14,2008. Rebuttal testimony 
submitted April 8,2008. 

“In the Matter of the Application of Public Service Company of Colorado for Authority to 
Implement an Enhanced Demand Side Management Cost Adjustment Mechanism to Include 
Current Recovery and Incentives,” Colorado Public Utilities Commission, Docket No. 07A- 
420E. Answer testimony submitted March 10,2008. Cross examined April 25,2008. 

“An Investigation of the Energy and Regulatory Issues in Section 50 of Kentucky‘s 2007 Energy 
Act,” Kentucky Public Service Commission, Administrative Case No. 2007-00477. Direct 
testimony submitted February 29,2008. Supplemental direct testimony submitted April 1 , 2008. 
Cross examined April 30,2008. 

“In the Matter of the Application of Tucson Electric Power Company for the Establishment 
of Just and Reasonable Rates and Charges Designed to Realize a Reasonable Rate of Return on 
the Fair Value of Its Operations throughout the State of Arizona,” Arizona Corporation 
Commission, Docket No. E-0 1933A-07-0402. Direct testimony submitted February 29,2008 
(revenue requirement), March 14,2008 (rate design), and June 12,2008 (settlement agreement). 
Cross examined July 14,2008. 

“Commonwealth Edison Company Proposed General Increase in Electric Rates,” Illinois 
Commerce Commission, Docket No. 07-0566. Direct testimony submitted February 11 , 2008. 
Rebuttal testimony submitted April 8,2008. 

“In the Matter of the Application of Questar Gas Company to File a General Rate Case,” Utah 
Public Service Commission, Docket No. 07-057-13. Direct testimony submitted January 28, 
2008 (test period), March 3 1 , 2008 (rate of return), April 21 , 2008 (revenue requirement), and 
August 18 , 2008 (cost of service, rate spread, rate design). Rebuttal testimony submitted 
September 22,2008 (cost of service, rate spread, rate design). Surrebuttal testimony submitted 
May 12,2008 (rate of return) and October 7,2008 (cost of service, rate spread, rate design). 

15 



Appendix A 
Page 16 of30 

Cross examined February 8,2008 (test period), May 21,2008 (rate of return), and October 15, 
2008 (cost of service, rate spread, rate design). 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail 
Electric Utility Service Rates in Utah and for Approval of its Proposed Electric Service 
Schedules and Electric Service Regulations, Consisting of a General Rate Increase of 
Approximately $161.2 Million Per Year, and for Approval of a New Large Load Surcharge,” 
Utah Public Service Commission, Docket No. 07-035-93. Direct testimony submitted January 
25,2008 (test period), April 7,2008 (revenue requirement), and July 21,2008 (cost of service, 
rate design). Rebuttal testimony submitted September 3,2008 (cost of service, rate design). 
Surrebuttal testimony submitted May 23,2008 (revenue requirement) and September 24,2008 
(cost of service, rate design). Cross examined February 7,2008 (test period). 

“In the Matter of the Application of Ohio Edison Company, The Cleveland Electric Illuminating 
Company and The Toledo Edison Company for Authority to Increase Rates for Distribution 
Service, Modify Certain Accounting Practices and for Tariff Approvals,” Public Utilities 
Commission of Ohio, Case Nos. 07-55 1-EL-AIR, 07-552-EL-ATA7 07-553-EL-AAM, and 07- 
554-EL-UNC. Direct testimony submitted January 10,2008. 

“In the Matter of the Application of Rocky Mountain Power for Authority to Increase Its Retail 
Electric Utility Service Rates in Wyoming, Consisting of a General Rate Increase of 
Approximately $36.1 Million per Year, and for Approval of a New Renewable Resource 
Mechanism and Marginal Cost Pricing Tariff,” Wyoming Public Service Commission, Docket 
No. 20000-277-ER-07. Direct testimony submitted January 7,2008. Cross examined March 6, 
2008. 

“In the Matter of the Application of Idaho Power Company for Authority to Increase Its Rates 
and Charges for Electric Service to Electric Customers in the State of Idaho,” Idaho Public 
Utilities Commission, Case No. IPC-E-07-8. Direct testimony submitted December 10,2007. 
Cross examined January 23,2008. 

“In The Matter of the Application of Consumers Energy Company for Authority to Increase Its Rates 
for the Generation and Distribution Of Electricity and Other Relief,” Michigan Public Service 
Commission, Case No. U-15245. Direct testimony submitted November 6,2007. Rebuttal testimony 
submitted November 20,2007. 

“In the Matter of Montana-Dakota Utilities Co., Application for Authority to Establish Increased 
Rates for Electric Service,” Montana Public Service Commission, Docket No. D2007.7.79. 
Direct testimony submitted October 24,2007. 

“In the Matter of the Application of Public Service Company of New Mexico for Revision of its 
Retail Electric Rates Pursuant to Advice Notice No. 334,” New Mexico Public Regulation 
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Commission, Case No. 07-0077-UT. Direct testimony submitted October 22,2007. Rebuttal 
testimony submitted November 19,2007. Cross examined December 12,2007. 

“In The Matter of Georgia Power Company’s 2007 Rate Case,” Georgia Public Service 
Commission, Docket No. 25060-U. Direct testimony submitted October 22,2007. Cross 
examined November 7,2007. 

“In the Matter of the Application of Rocky Mountain Power for an Accounting Order to Defer 
the Costs Related to the MidAmerican Energy Holdings Company Transaction,” Utah Public 
Service Commission, Docket No. 07-035-04; “In the Matter of the Application of Rocky 
Mountain Power, a Division of PacifiCorp, for a Deferred Accounting Order To Defer the Costs 
of Loans Made to Grid West, the Regional Transmission Organization,” Docket No. 06-035-163; 
“In the Matter of the Application of Rocky Mountain Power for an Accounting Order for Costs 
related to the Flooding of the Powerdale Hydro Facility,” Docket No. 07-035-14. Direct 
testimony submitted September 10,2007. Surrebuttal testimony submitted October 22,2007. 
Cross examined October 30,2007. 

“In the Matter of General Adjustment of Electric Rates of East Kentucky Power Cooperative, Inc.,” 
Kentucky Public Service Commission, Case No, 2006-00472. Direct testimony submitted July 6, 
2007. Supplemental direct testimony submitted March 18,2008. 

“In the Matter of the Application of Sempra Energy Solutions for a Certificate of Convenience 
and Necessity for Competitive Retail Electric Service,” Arizona Corporation Commission, 
Docket No. E-03964A-06-0 168. Direct testimony submitted July 3,2007. Rebuttal testimony 
submitted January 17,2008 and February 7,2007. 

“Application of Public Service Company of Oklahoma for a Determination that Additional 
Electric Generating Capacity Will Be Used and Useful,” Oklahoma Corporation Commission, 
Cause No. PUD 2005005 16; “Application of Public Service Company of Oklahoma for a 
Determination that Additional Baseload Electric Generating Capacity Will Be Used and Useful,” 
Cause No. PUD 200600030; “In the Matter of the Application of Oklahoma Gas and Electric 
Company for an Order Granting Pre-Approval to Construct Red Rock Generating Facility and 
Authorizing a Recovery Rider,” Cause No. PUD2007000 12. Responsive testimony submitted 
May 21,2007. Cross examined July 26,2007. 

“Application of Nevada Power Company for Authority to Increase Its Annual Revenue 
Requirement for General Rates Charged to All Classes of Electric Customers and for Relief 
Properly Related Thereto,” Public Utilities Commission of Nevada, Docket No. 06-1 1022. 
Direct testimony submitted March 14,2007 (Phase III- revenue requirements) and March 19, 
2007 (Phase IT/ - rate design). Cross examined April 10,2007 (Phase III- revenue requirements) 
and April 16,2007 (Phase IV - rate design). 
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“In the Matter of the Application of Entergy Arkansas, Inc. for Approval of Changes in Rates for 
Retail Electric Service,” Arkansas Public Service Commission, Docket No. 06-1 01-U. Direct 
testimony submitted February 5,2007. Surrebuttal testimony submitted March 26,2007. 

“Monongahela Power Company and The Potomac Edison Company, both d/b/a Allegheny Power 
- Rule 42T Application to Increase Electric Rates and Charges,” Public Service Commission of 
West Virginia, Case No. 06-0960-E-42T; “Monongahela Power Company and The Potomac 
Edison Company, both d/b/a Allegheny Power - Information Required for Change of 
Depreciation Rates Pursuant to Rule 20,” Case No. 06- 1426-E-D. Direct and rebuttal testimony 
submitted January 22,2007. 

“In the Matter of the Tariffs of Aquila, Inc., d/b/a Aquila Networks-MPS and A q d a  Networks- 
L&P Increasing Electric Rates for the Services Provided to Customers in the Aquila Networks- 
MPS and Aquila Networks-L&P Missouri Service Areas,” Missouri Public Service 
Commission, Case No. ER-2007-0004. Direct testimony submitted January 18,2007 (revenue 
requirements) and January 25,2007 (revenue apportionment). Supplemental direct testimony 
submitted February 27,2007. 

“In the Matter of the Filing by Tucson Electric Power Company to Amend Decision No. 62103, 
Arizona Corporation Commission, Docket No. E-0 193 3A-05-0650. Direct testimony submitted 
January 8,2007. Surrebuttal testimony filed February 8,2007. Cross examined March 8,2007. 

“In the Matter of Union Electric Company d/b/a AmerenUE for Authority to File Tariffs 
Increasing Rates for Electric Service Provided to Customers in the Company’s Missouri Service 
Area,” Missouri Public Service Commission, Case No. ER-2007-0002. Direct testimony 
submitted December 15,2006 (revenue requirements) and December 29,2006 (fuel adjustment 
cIause/cost-of-servicehate design). Rebuttal testimony submitted February 5,2007 (cost-of- 
service). Surrebuttal testimony submitted February 27,2007. Cross examined March 2 1,2007. 

3 

“In the Matter of Application of The Union Light, Heat and Power Company d/b/a Duke Energy 
Kentucky, Inc. for an Adjustment of Electric Rates,” Kentucky Public Service Commission, 
Case No. 2006-001 72. Direct testimony submitted September 13,2006. 

“In the Matter of Appalachian Power Company’s Application for Increase in Electric Rates,” 
Virginia State Corporation Commission, Case No. PUE-2006-00065. Direct testimony 
submitted September 1,2006. Cross examined December 7,2006. 

“In the Matter of the Application of Arizona Public Service Company for a Hearing to Determine 
the Fair Value of the Utility Property for Ratemaking Purposes, to Fix a Just and Reasonable 
Rate of Return Thereon, To Approve Rate Schedules Designed to Develop Such Return, and to 
Amend Decision No. 67744, Arizona Corporation Commission,” Docket No. E-01345A-05- 
08 16. Direct testimony submitted August 18,2006 (revenue requirements) and September 1, 
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2006 (cost-of-servicehate design). Surrebuttal testimony submitted September 27,2006. Cross 
examined November 7,2006. 

“Re: The Tariff Sheets Filed by Public Service Company of Colorado with Advice Letter 
No 1454 - Electric,” Colorado Public Utilities Commission, Docket No. 06S-234EG. Answer 
testimony submitted August 18,2006. 

“Portland General Electric General Rate Case Filing,” Public Utility Commission of Oregon, 
Docket No. UE-180. Direct testimony submitted August 9,2006. Joint testimony regarding 
stipulation submitted August 22,2006. 

“2006 Puget Sound Energy General Rate Case,” Washington Utilities and Transportation 
Commission, Docket Nos. UE-060266 and UG-060267. Response testimony submitted July 19, 
2006. Joint testimony regarding stipulation submitted August 23,2006. 

“In the Matter of PacifiCorp, dba Pacific Power & Light Company, Request for a General Rate 
Increase in the Company’s Oregon Annual Revenues,” Public Utility Commission of Oregon, 
Docket No. UE-179. Direct testimony submitted July 12,2006. Joint testimony regarding 
stipulation submitted August 2 1,2006. 

“Petition of Metropolitan Edison Company for Approval of a Rate Transition Plan,” 
Pennsylvania Public Utilities Commission, Docket Nos. P-00062213 and R-0006 1366; “Petition 
of Pennsylvania Electric Company for Approval of a Rate Transition Plan,” Docket Nos. P- 
00622 14 and R-00061367; Merger Savings Remand Proceeding, Docket Nos. A- 1 10300F0095 
and A-110400F0040. Direct testimony submitted July 10,2006. Rebuttal testimony submitted 
August 8,2006. Surrebuttal testimony submitted August 18,2006. Cross examined August 30, 
2006. 

“In the Matter of the Application of PacifiCorp for approval of its Proposed Electric Rate 
Schedules & Electric Service Regulations,” Utah Public Service Commission, Docket No. 06- 
035-21. Direct testimony submitted June 9,2006 (Test Period). Surrebuttal testimony submitted 
July 14,2006. 

“Joint Application of Questar Gas Company, the Division of Public Utilities, and Utah Clean 
Energy for the Approval of the Conservation Enabling Tariff Adjustment Option and Accounting 
Orders,” Utah Public Service Commission, Docket No. 05-057-TO 1. Direct testimony submitted 
May 15,2006. Rebuttal testimony submitted August 8,2007. Cross examined September 19, 
2007. 

“Central Illinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company 
d/b/a AmerenCIPS, Illinois Power Company d/b/a AmerenIP, Proposed General Increase in 
Rates for Delivery Service (Tariffs Filed December 27,2005);’ Illinois Commerce Commission, 
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Docket Nos. 06-0070,06-0071,06-0072. Direct testimony submitted March 26,2006. Rebuttal 
testimony submitted June 27,2006. 

“In the Matter of Appalachian Power Company and Wheeling Power Company, both dba 
American Electric Power,” Public Service Commission of West Virginia, Case No. 05-1278-E- 
PC-PW-42T. Direct and rebuttal testimony submitted March 8,2006. 

“In the Matter of Northern States Power Company d/b/a Xcel Energy for Authority to Increase 
Rates for Electric Service in Minnesota,” Minnesota Public Utilities Commission, Docket No. 
G-002/GR-05-1428. Direct testimony submitted March 2,2006. Rebuttal testimony submitted 
March 30,2006. Cross examined April 25,2006. 

“In the Matter of the Application of Arizona Public Service Company for an Emergency Interim 
Rate Increase and for an Interim Amendment to Decision No. 67744,” Arizona Corporation 
Commission, Docket No. E-01 345A-06-0009. Direct testimony submitted February 28,2006. 
Cross examined March 23,2006. 

“In the Matter of the Applications of Westar Energy, Inc. and Kansas Gas and Electric Company 
for Approval to Make Certain Changes in Their Charges for Electric Service,” State Corporation 
Commission of Kansas, Case No. 05-WSEE-981 -RTS. Direct testimony submitted September 9, 
2005. Cross examined October 28,2005. 

“In the Matter of the Application of Columbus Southern Power Company and Ohio Power 
Company for Authority to Recover Costs Associated with the Construction and Ultimate 
Operation of an Integrated Combined Cycle Electric Generating Facility,” Public Utilities 
Commission of Ohio,” Case No. 05-376-EL-UNC. Direct testimony submitted July 15,2005. 
Cross examined August 12,2005. 

“In the Matter of the Filing of General Rate Case Information by Tucson Electric Power 
Company Pursuant to Decision No. 62103,” Arizona Corporation Commission, Docket No. E- 
01933A-04-0408. Direct testimony submitted June 24,2005. 

“In the Matter of Application of The Detroit Edison Company to Unbundle and Realign Its Rate 
Schedules for Jurisdictional Retail Sales of Electricity,” Michigan Public Service Commission, 
Case No. U-14399. Direct testimony submitted June 9,2005. Rebuttal testimony submitted July 
1,2005. 

“In the Matter of the Application of Consumers Energy Company for Authority to Increase Its 
Rates for the Generation and Distribution of Electricity and Other Relief,” Michigan Public 
Service Commission, Case No. U-14347. Direct testimony submitted June 3,2005. Rebuttal 
testimony submitted June 17,2005. 
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“In the Matter of Pacific Power & Light, Request for a General Rate Increase in the Company’s 
Oregon Annual Revenues,” Public Utility Commission of Oregon, Docket No. UE 170. Direct 
testimony submitted May 9,2005. Surrebuttal testimony submitted June 27,2005. Joint 
testimony regarding partial stipulations submitted June 2005, July 2005, and August 2005. 

“In the Matter of the Application of Trico Electric Cooperative, Inc. for a Rate Increase,” 
Arizona Corporation Commission, Docket No. E-01461A-04-0607. Direct testimony submitted 
April 13,2005. Surrebuttal testimony submitted May 16,2005. Cross examined May 26,2005. 

“In the Matter of the Application of PacifiCorp for Approval of its Proposed Electric Service 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 04- 
035-42. Direct testimony submitted January 7,2005. 

“In the Matter of the Application by Golden Valley Electric Association, Inc., for Authority to 
Implement Simplified Rate Filing Procedures and Adjust Rates,” Regulatory Commission of 
Alaska, Docket No. U-4-33. Direct testimony submitted November 5,2004. Cross examined 
February 8,2005. 

“Advice Letter No. 141 I - Public Service Company of Colorado Electric Phase I1 General Rate 
Case,” Colorado Public Utilities Commission, Docket No. 04S- 1 64E. Direct testimony 
submitted October 12,2004. Cross-answer testimony submitted December 1 3,2004. Testimony 
withdrawn January 18,2005, following Applicant’s withdrawal of testimony pertaining to TOU 
rates. 

“In the Matter of Georgia Power Company’s 2004 Rate Case,” Georgia Public Service 
Commission, Docket No. 18300-U. Direct testimony submitted October 8,2004. Cross examined 
October 27,2004. 

“2004 Puget Sound Energy General Rate Case,” Washington Utilities and Transportation 
Commission, Docket Nos. UE-04064 1 and UG-040640. Response testimony submitted 
September 23,2004. Cross-answer testimony submitted November 3,2004. Joint testimony 
regarding stipulation submitted December 6,2004. 

“In the Matter of the Application of PacifiCorp for an Investigation of Interjurisdictional Issues,” 
Utah Public Service Commission, Docket No. 02-035-04. Direct testimony submitted July 15, 
2004. Cross examined July 19,2004. 

“In the Matter of an Adjustment of the Gas and Electric Rates, Terms and Conditions of 
Kentucky Utilities Company,” Kentucky Public Service Commission, Case No. 2003-00434. 
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Direct testimony submitted March 23,2004. Testimony withdrawn pursuant to stipulation 
entered May 2004. 

“In the Matter of an Adjustment of the Gas and Electric Rates, Terms and Conditions of 
Louisville Gas and Electric Company,” Kentucky Public Service Commission, Case No. 2003- 
00433. Direct testimony submitted March 23,2004. Testimony withdrawn pursuant to stipulation 
entered May 2004. 

“In the Matter of the Application of Idaho Power Company for Authority to Increase Its Interim 
and Base Rates and Charges for Electric Service,” Idaho Public Utilities Commission, Case No. 
IPC-E-03-13. Direct testimony submitted February 20,2004. Rebuttal testimony submitted 
March 19,2004. Cross examined April 1,2004. 

“In the Matter of the Applications of the Ohio Edison Company, the Cleveland Electric 
Illuminating Company and the Toledo Edison Company for Authority to Continue and Modi@ 
Certain Regulatory Accounting Practices and Procedures, for Tariff Approvals and to Establish 
Rates and Other Charges, Including Regulatory Transition Charges Following the Market 
Development Period,” Public Utilities Commission of Ohio, Case No. 03-2 144-EL-ATA. Direct 
testimony submitted February 6,2004. Cross examined February 18,2004. 

“In the Matter of the Application of Arizona Public Service Company for a Hearing to Determine 
the Fair Value of the Utility Property of the Company for Ratemaking Purposes, To Fix a Just 
and Reasonable Rate of Return Thereon, To Approve Rate Schedules Designed to Develop Such 
Return, and For Approval of Purchased Power Contract,” Arizona Corporation Commission, 
Docket No. E-01345A-03-0437. Direct testimony submitted February 3,2004. Rebuttal 
testimony submitted March 30,2004. Direct testimony regarding stipulation submitted 
September 27,2004. Responsive / Clarifying testimony regarding stipulation submitted October 
25,2004. Cross examined November 8-10,2004 and November 29-December 3,2004. 

“In the Matter of Application of the Detroit Edison Company to Increase Rates, Amend Its Rate 
Schedules Governing the Distribution and Supply of Electric Energy, etc.,” Michigan Public 
Service Commission, Case No. U-13808. Direct testimony submitted December 12,2003 
(interim request) and March 5,2004 (general rate case). 

“In the Matter of PacifiCorp’s Filing of Revised Tariff Schedules,” Public Utility Commission of 
Oregon, Docket No. UE-147. Joint testimony regarding stipulation submitted August 21,2003. 

“Petition of PSI Energy, Inc. for Authority to Increase Its Rates and Charges for Electric Service, 
etc.,” Indiana Utility Regulatory Commission, Cause No. 423 59. Direct testimony submitted 
August 19,2003. Cross examined November 5,2003. 
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“In the Matter of the Application of Consumers Energy Company for a Financing Order 
Approving the Securitization of Certain of its Qualified Cost,” Michigan Public Service 
Commission, Case No. U-13715. Direct testimony submitted April 8,2003. Cross examined 
April 23,2003. 

“In the Matter of the Application of Arizona Public Service Company for Approval of 
Adjustment Mechanisms,” Arizona Corporation Commission, Docket No. E-0 1345A-02-0403. 
Direct testimony submitted February 13,2003, Surrebuttal testimony submitted March 20,2003. 
Cross examined April 8,2003. 

“Re: The Investigation and Suspension of Tariff Sheets Filed by Public Service Company of 
Colorado, Advice Letter No. 1373 - Electric, Advice Letter No. 593 - Gas, Advice Letter No. 80 
- Steam,” Colorado Public Utilities Commission, Docket No. 02s-3 15 EG. Direct testimony 
submitted November 22,2002. Cross-answer testimony submitted January 24,2003. 

“In the Matter of the Application of The Detroit Edison Company to Implement the 
Commission’s Stranded Cost Recovery Procedure and for Approval of Net Stranded Cost 
Recovery Charges,” Michigan Public Service Commission, Case No. U-133 50. Direct testimony 
submitted November 12,2002. 

“Application of South Carolina Electric & Gas Company: Adjustments in the Company’s 
Electric Rate Schedules and Tariffs,” Public Service Commission of South Carolina, Docket 
No. 2002-223-E. Direct testimony submitted November 8,2002. Surrebuttal testimony submitted 
November 18,2002. Cross examined November 21,2002. 

“In the Matter of the Application of Questar Gas Company for a General Increase in Rates and 
Charges,” Utah Public Service Commission, Docket No. 02-057-02. Direct testimony submitted 
August 30,2002. Rebuttal testimony submitted October 4,2002. 

“The Kroger Co. v. Dynegy Power Marketing, Inc.,” Federal Energy Regulatory Commission, 
EL02- 1 19-000. Confidential asdavit filed August 13,2002. 

“In the matter of the application of Consumers Energy Company for determination of net 
stranded costs and for approval of net stranded cost recovery charges,” Michigan Public Service 
Commission, Case No. U-13380. Direct testimony submitted August 9,2002. Rebuttal testimony 
submitted August 30,2002. Cross examined September 10,2002. 

“In the Matter of the Application of Public Service Company of Colorado for an Order to Revise 
Its Incentive Cost Adjustment,” Colorado Public Utilities Commission, Docket 02A- 1 58E. 
Direct testimony submitted April 18,2002. 
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“In the Matter of the Generic Proceedings Concerning Electric Restructuring Issues,” Arizona 
Corporation Commission, Docket No. E-00000A-02-005 1, “In the Matter of Arizona Public 
Service Company’s Request for Variance of Certain Requirements of A.A.C. R14-2-1606,’’ 
Docket No. E-0 1345A-01-0822, “In the Matter of the Generic Proceeding Concerning the 
Arizona Independent Scheduling Administrator,” Docket No. E-00000A-0 1 -0630, “In the Matter 
of Tucson Electric Power Company’s Application for a Variance of Certain Electric Competition 
Rules Compliance Dates,” Docket No. E-01933A-02-0069, “In the Matter of the Application of 
Tucson Electric Power Company for Approval of its Stranded Cost Recovery,” Docket No. E- 
01933A-98-0471. Direct testimony submitted March 29,2002 (APS variance request); May 29, 
2002 (APS Track A proceedingmarket power issues); and July 28,2003 (Arizona ISA). Rebuttal 
testimony submitted August 29,2003 (Arizona ISA). Cross examined June 2 1,2002 (APS Track 
A proceedinglmarket power issues) and September 12,2003 (Arizona ISA). 

“In the Matter of Savannah Electric & Power Company’s 2001 Rate Case,” Georgia Public 
Service Commission, Docket No. 14618-U. Direct testimony submitted March 15,2002. Cross 
examined March 28,2002. 

“Nevada Power Company’s 200 1 Deferred Energy Case,” Public Utilities Commission of 
Nevada, PUCN 01-1 1029. Direct testimony submitted February 7,2002. Cross exmined 
February 2 1,2002. 

“2001 Puget Sound Energy Interim Rate Case,” Washington Utilities and Transportation 
Commission, Docket Nos. UE-011570 and UE-011571. Direct testimony submitted January 30, 
2002. Cross examined February 20,2002. 

“In the Matter of Georgia Power Company’s 2001 Rate Case,” Georgia Public Service 
Commission, Docket No. 14000-U. Direct testimony submitted October 12,2001. Cross 
examined October 24,2001. 

“In the Matter of the Application of PacifiCorp for Approval of Its Proposed Electric Rate 
Schedules and Electric Service Regulations,” Utah Public Service Commission, Docket No. 01- 
35-0 1. Direct testimony submitted June 15,2001. Rebuttal testimony submitted August 3 1, 
2001. 

“In the Matter of Portland General Electric Company’s Proposal to Restructure and Reprice Its 
Services in Accordance with the Provisions of SB 1149,’’ Public Utility Commission of Oregon, 
Docket No. UE-115. Direct testimony submitted February 20,2001. Rebuttal testimony 
submitted May 4,2001. Joint testimony regarding stipulation submitted July 27,2001. 

“In the Matter of the Application of APS Energy Services, Inc. for Declaratory Order or Waiver 
of the Electric Competition Rules,” Arizona Corporation Commission, Docket N0.E-0 193 3A- 
00-0486. Direct testimony submitted July 24,2000. 
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“In the Matter of the Application of Questar Gas Company for an Increase in Rates and 
Charges,” Utah Public Service Commission, Docket No. 99-057-20. Direct testimony submitted 
April 19,2000. Rebuttal testimony submitted May 24,2000. Surrebuttal testimony submitted 
May 3 1,2000. Cross examined June 6 & 8,2000. 

“In the Matter of the Application of Columbus Southern Power Company for Approval of 
Electric Transition Plan and Application for Receipt of Transition Revenues,” Public Utility 
Commission of Ohio, Case No. 99-1 729-EL-ETP; “In the Matter of the Application of Ohio 
Power Company for Approval of Electric Transition Plan and Application for Receipt of 
Transition Revenues,” Public Utility Commission of Ohio, Case No. 99-1 730-EL-ETP. Direct 
testimony prepared, but not submitted pursuant to settlement agreement effected May 2,2000. 

“In the Matter of the Application of FirstEnergy Corp. on Behalf of Ohio Edison Company, The 
Cleveland Electric Illuminating Company, and the Toledo Edison Company for Approval of 
Their Transition Plans and for Authorization to Collect Transition Revenues,” Public Utility 
Commission of Ohio, Case No. 99-1212-EL-ETP. Direct testimony prepared, but not submitted 
pursuant to settlement agreement effected April 1 1,2000. 

“2000 Pricing Process,” Salt River Project Board of Directors, oral comments provided March 
6,2000 and April 10,2000. 

“Tucson Electric Power Company vs. Cyprus Sierrita Corporation,” Arizona Corporation 
Commission, Docket No. E-000001-99-0243. Direct testimony submitted October 25, 1999. 
Cross examined November 4,1999. 

“Application of Hildale City and Intermountain Municipal Gas Association for an Order 
Granting Access for Transportation of Interstate Natural Gas over the Pipelines of Questar Gas 
Company for Hildale, Utah,” Utah Public Service Commission, Docket No. 98-057-01. Rebuttal 
testimony submitted August 30, 1999. 

“In the Matter of the Application by Arizona Electric Power Cooperative, Inc. for Approval of Its 
Filing as to Regulatory Assets and Transition Revenues,” Arizona Corporation Commission, 
Docket No. E-01773A-98-0470. Direct testimony submitted July 30, 1999. Cross examined 
February 28,2000. 

“In the Matter of the Application of Tucson Electric Power Company for Approval of its Plan 
for Stranded Cost Recovery,” Arizona Corporation Commission, Docket No. E-0 1933A-98- 
047 1 ; “In the Matter of the Filing of Tucson Electric Power Company of Unbundled Tariffs 
Pursuant to A.A.C. R14-2-1601 et seq.,” Docket No. E-01933A-97-0772; “In the Matter of the 
Competition in the Provision of Electric Service Throughout the State of Arizona,” Docket No. 

i 
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RE-OOOOOC-94-0 165. Direct testimony submitted June 30,1999. Rebuttal testimony submitted 
August 6, 1999. Cross examined August 11-13,1999. 

“In the Matter of the Application of Arizona Public Service Company for Approval of its Plan 
for Stranded Cost Recovery,” Arizona Corporation Commission, Docket No. E-01345A-98- 
0473; “In the Matter of the Filing of Arizona Public Service Company of Unbundled Tariffs 
Pursuant to A.A.C. R14-2-1601 et seq.,” Docket No. E-01345A-97-0773; “In the Matter of the 
Competition in the Provision of Electric Service Throughout the State of Arizona,” Docket No. 
RE-OOOOOC-94-01 65. Direct testimony submitted June 4, 1999. Rebuttal testimony submitted 
July 12, 1999. Cross examined July 14, 1999. 

“In the Matter of the Application of Tucson Electric Power Company for Approval of its Plan for 
Stranded Cost Recovery,” Arizona Corporation Commission, Docket No. E-0 1933A-98-0471; 
“In the Matter of the Filing of Tucson Electric Power Company of Unbundled Tariffs Pursuant to 
A.A.C. R14-2-1601 et seq.,” Docket No. E-01933A-97-0772; “In the Matter of the Application 
of Arizona Public Service Company for Approval of its Plan for Stranded Cost Recovery,” 
Docket No. E-01345A-98-0473; “In the Matter of the Filing of Arizona Public Service Company 
of Unbundled Tariffs Pursuant to A.A.C. R14-2-1601 et seq.,” Docket No. E-01345A-97-0773; 
“In the Matter of the Competition in the Provision of Electric Service Throughout the State of 
Arizona,” Docket No. RE-OOOOOC-94-0165. Direct testimony submitted November 30, 1998. 

“Hearings on Pricing,” Salt River Project Board of Directors, written and oral comments 
provided November 9, 1998. 

“Hearings on Customer Choice,” Salt River Project Board of Directors, written and oral 
comments provided June 22, 1998; June 29,1998; July 9, 1998; August 7,1998; and August 14, 
1998. 

“In the Matter of the Competition in the Provision of Electric Service Throughout the State of 
Arizona,’’ Arizona Corporation Commission, Docket No. U-0000-94-165. Direct and rebuttal 
testimony filed January 21,1998. Second rebuttal testimony filed February 4,1998. Cross 
examined February 25,1998. 

“In the Matter of Consolidated Edison Company of New York, Inc.’s Plans for (1) Electric 
Rate/RestnrctUring Pursuant to Opinion No. 96-12; and (2) the Formation of a Holding Company 
Pursuant to PSL, Sections 70, 108, and 110, and Certain Related Transactions,” New York 
Public Service Commission, Case 96-E-0897. Direct testimony filed April 9, 1997. Cross 
examined May 5,1997. 

“In the Matter of the Petition of Sunnyside Cogeneration Associates for Enforcement of Contract 
Provisions,” Utah Public Service Commission, Docket No. 96-201 8-01; “In the Matter of the 
Application of Rocky Mountain Power for an Order Approving an Amendment to Its Power 
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Purchase Agreement with Sunnyside Cogeneration Associates,” Docket Nos. 05-035-46, and 07- 
035-99. Direct testimony submitted July 8, 1996. Oral testimony provided March 18,2008. 

“In the Matter of the Application of PacifiCorp, dba Pacific Power & Light Company, for 
Approval of Revised Tariff Schedules and an Alternative Form of Regulation Plan,” Wyoming 
Public Service Commission, Docket No. 20000-ER-95-99. Direct testimony submitted April 8, 
1996. 

“In the Matter of the Application of Mountain Fuel Supply Company for an Increase in Rates and 
Charges,” Utah Public Service Commission, Case No. 95-057-02. Direct testimony submitted 
June 19,1995. Rebuttal testimony submitted July 25,1995. Surrebuttal testimony submitted 
August 7,1995. 

“In the Matter of the Investigation of the Reasonableness of the Rates and Tariffs of Mountain 
Fuel Supply Company,” Utah Public Service Commission, Case No. 89-057-15. Direct 
testimony submitted July 1990. Surrebuttal testimony submitted August 1990. 

“In the Matter of the Review o f  the Rates of Utah Power and Light Company pursuant to The 
Order in Case No. 87-035-27,” Utah Public Service Commission, Case No. 89-035-10. Rebuttal 
testimony submitted November 15,1989. Cross examined December 1 , 1989 (rate schedule 
changes for state facilities). 

“In the Matter of the Application of Utah Power & Light Company and PC/UP&L Merging Corp. 
(to be renamed PacifiCorp) for an Order Authorizing the Merger of Utah Power & Light 
Company and PacifiCorp into PC/UP&L Merging Corp. and Authorizing the Issuance of 
Securities, Adoption of Tariffs, and Transfer of Certificates of Public Convenience and Necessity 
and Authorities in Connection Therewith,” Utah Public Service Commission, Case No. 87-035- 
27; Direct testimony submitted April 11, 1988. Cross examined May 12,1988 (economic impact 
of UP&L merger with PacifiCorp). 

“In the Matter of the Application of Mountain Fuel Supply Company for Approval of 
Interruptible Industrial Transportation Rates,” Utah Public Service Commission, Case No. 86- 
057-07. Direct testimony submitted January 15, 1988. Cross examined March 30,1988. 

“In the Matter of the Application of Utah Power and Light Company for an Order Approving a 
Power Purchase Agreement,” Utah Public Service Commission, Case No. 87-035-18. Oral 
testimony delivered July 8, 1987. 

“Cogeneration: Small Power Production,” Federal Energy Regulatory Commission, Docket 
No. RM87-12-000. Statement on behalf of State of Utah delivered March 27, 1987, in San 
Francisco. 
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“In the Matter of the Investigation of Rates for Backup, Maintenance, Supplementary, and 
Standby Power for Utah Power and Light Company,” Utah Public Service Commission, Case 
No. 86-035-13. Direct testimony submitted January 5, 1987. Case settled by stipulation 
approved August 1987. 

“In the Matter of the Application of Sunnyside Cogeneration Associates for Approval of the 
Cogeneration Power Purchase Agreement,” Utah Public Service Commission, Case No. 86- 
2018-01. Rebuttal testimony submitted July 16,1986. Cross examined July 17,1986. 

“In the Matter of the Investigation of Demand-Side Alternatives to Capacity Expansion for 
Electric Utilities,” Utah Public Service Commission, Case No. 84-999-20. Direct testimony 
submitted June 17, 1985. Rebuttal testimony submitted July 29,1985. Cross examined August 
19, 1985. 

“In the Matter of the Implementation of Rules Governing Cogeneration and Small Power 
Production in Utah,” Utah Public Service Commission, Case No. 80-999-06, pp. 1293-1318. 
Direct testimony submitted January 13, 1984 (avoided costs), May 9, 1986 (security for levelized 
contracts) and November 17, 1986 (avoided costs). Cross-examined February 29, 1984 
(avoided costs), April 11,1985 (standard form contracts), May 22-23, 1986 (security for 
levelized contracts) and December 16- 17, 1986 (avoided costs). 

OTHER RELATED ACTIVITY 

Participant, Wyoming Load Growth Collaborative, March 2008 to January 2009. 

Participant, Oregon Direct Access Task Force (UM 108 l), May 2003 to November 2003. 

Participant, Michigan Stranded Cost Collaborative, March 2003 to March 2004. 

Member, Arizona Electric Competition Advisory Group, December 2002 to present. 

Board of Directors, ex-oftlcio, Desert STAR RTO, September 1999 to February 2002. 

Member, Advisory Committee, Desert STAR RTO, September 1999 to February 2002. Acting 
Chairman, October 2000 to February 2002. 

Board of Directors, Arizona Independent Scheduling Administrator Association, October 1 998 to 
present. 
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Acting Chairman, Operating Committee, Arizona Independent Scheduling Administrator 
Association, October 1998 to June 1999. 

Member, Desert Star IS0 Investigation Working Groups: Operations, Pricing, and Governance, 
April 1997 to December 1999. Legal & Negotiating Committee, April 1999 to December 1999. 

Participant, Independent System Operator and Spot Market Working Group, Arizona 
Corporation Commission, April 1997 to September 1997. 

Participant, Unbundled Services and Standard Offer Working Group, Arizona Corporation 
Commission, April 1997 to October 1997. 

Participant, Customer Selection Working Group, Arizona Corporation Commission, March 1 997 
to September 1997. 

Member, Stranded Cost Working Group, Arizona Corporation Commission, March 1997 to 
September 1997. 

Member, Electric System Reliability & Safety Working Group, Arizona Corporation 
Commission, November 1996 to September 1998. 

Chairman, Salt Palace Renovation and Expansion Committee, Salt Lake County/State of 
Utah/Salt Lake City, multi-government entity responsible for implementation of planning, 
design, finance, and construction of an $85 million renovation of the Salt Palace Convention 
Center, Salt Lake City, Utah, May 1991 to December 1994. 

State of Utah Representative, Committee on Regional Electric Power Cooperation, a joint effort 
of the Western Interstate Energy Board and the Western Conference of Public Service 
Commissioners, January 1987 to December 1990. 

Member, Utah Governor’s Economic Coordinating Committee, January 1987 to December 1990. 

Chairman, Standard Contract Task Force, established by Utah Public Service Commission to 
address contractual problems relating to qualifling facility sales under PURPA, March 1986 to 
December 1990. 

Chairman, Load Management and Energy Conservation Task Force, Utah Public Service 
Commission, August 1985 to December 1990. 

Alternate Delegate for Utah, Western Interstate Energy Board, Denver, Colorado, August 1985 to 
December 1990. 

Articles Editor, Economic Fonun, September 1980 to August 198 1. 
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Line 
No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

- 

AECC Sahuarita - Nogales Transmission Line Disallowance Adjustment 

Operating Revenues 
Electrie Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base - Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Total Company 

AECC 
Transmission 

Line 
Adiustment 

(a) 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

(2,983) 
0 
0 

1,317 
(1,665) 

1,665 

(12,359) 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req't Impact (AvgILn, 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Suaoortine ScheduledData Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(e) TEP Schedule C-3 

(13,912) 

Jurisdictionai 

AECC 
Transmission 

Line 
Adiustment 

(b) 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

(3,023) 
0 

(3) 
1,330 

(1,696) 

1,696 

(1 2,043) 

(13,211) 

1.6590 (e) 

(2,813) 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

I 
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AECC Sahuarita-Nogales Transmission Line Disallowance Adjustment 

TEP 
Proposed 

Total 
Company 

FERC Test Year 
Description Account Amount' 
Regulatory Asset (OCRB) 182.3 $1 1,088,732 

Regulatory Asset (RCND) 182.3 $ 1  1,088,732 

Regulatory Asset Amortization Expense 407.3 $2,982,638 

AECC 

Total Recommended 
Recommended AECC 

Company Total 
Test Year Company 
Amount Adjustment 

$0 ($I  1,088,732) 

$0 ($1 1,088,732) 

$0 ($2,982,638) 

1. Data Sources: TEP Rate Base - Sahuarita-Nogales Transmission Line Workpaper, Bates No. TEP(0291)007709 and 
TEP Income - Sahuarita-Nogales Transmission Line Amortization Workpaper, Bates No. TEP(0291)007504. 
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Line 
- No. 

1 Operating Revenues 
2 Electric Retail Non-Fuel Revenue 
3 PPFAC Revenue 
4 Sales for Resale 
5 Other Operating Revenue 
6 Total Operating Revenues 

AECC Post-Test Year Capital Additions Adjustment 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

18 Operating Income 

19 

20 Rate Base - RCND 

Rate Base - Original Cost 

Total Company 

AECC 
Post TY 

Capital Adds. 
Adiustment 

(a) 

0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

681 
0 

(165) 
516 

21 Gross Revenue Conversion Factor 

22 

23 

24 

25 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req't Impact (AvglLn. 19, L n  201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Lo. 22 + Ln. 23 + Ln. 24) 

Jurisdictional 

AECC 
Post TY 

Capital Adds. 
Adiustmcnt 

(h) 

0 
0 
0 
n 

0 
0 
0 
0 
0 
0 

573 
0 

(131) 
442 

1.6590 (e) 

732 

Line 
No. 

1 
2 
3 
4 
5 
6 

- 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

Sumortine Schedules/Data Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(e) TEP Schedule C-3 



EThlhil KCH-I 
pvCp I 

AECC Post-Test Year Capital Additions Adjustment 
Average 2012 Rate Base 

PLANT IN SERVICE ACCUMULATED DEPRECIATION 
TEP AECC TEP AECC 

Total Total Recommended Total Total 
Proposed Recommended AECC Proposed Recommended AECC 

Recommendcd 
Company Company Total company Company Total 

FERC Test Year Test Year COWMY Test Year Test Year Company 
Description Account Amount' Amount Adjustment Amaunt' Amount' Adjustment 
INTANGIBLE PLANT 

Miscellaneous Intangible Plant 

STEAM PRODUCTION PLANT 
Structwes & Improvements 
Boiler Plant Equipment 
Turimgenerntor Units 
Acsesrory Electric Equipment 
Miscellpneour Power Plant Equipment 

OTHER PRODUCTION PLANT 
SmrcNrer & Improvements 
Prime Movem 
Generators 

TRANSMISSION PLANT 
Station Equipment 

DISTRIBUTION PLANT 
Struchnres &Improvements 
Station Equipment 
Poles, Towers, & Fixtures 
Overhead Conducton & Devicas 
Underground Conduit 
Underground Conductors & Devices 
Line Transformers 
Services 
Street Lighting & Signal Systems 

GENERALPLANT 
Strunurrs &Improvements 
Office FumiNre & Equipment 
Transportation Equipment 
Sfores Equipment 
Tools, Shop, & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneou Equipment 

TOTAL 

303 

311 
312 
314 
315 
316 

34 I 
343 
344 

353 

361 
362 
364 
365 
366 
367 
368 
369 
3 73 

390 
391 
192 
393 
394 
395 
396 
397 
398 

t 1.89 I .04 1 

$230,262 
$13.462,910 
($148.026) 
$633,092 

SO 

SO 
$29,998 

($1,441,019) 

SO 

$0 
f1.742.938 
$2,564,583 
S580,3 I4 
($I 1.71 I) 
($199,369) 
$1,449,344 

SO 
SO 

$304.474 
($432,364) 
$377.348 

SO 
SO 
so 

$1,802.086 
so 

1.304.259 

1,605,925 
2.967.609 
1.578,915 
577,648 
3 19.064 

16.825 

114.001 

l02.6S4 

7,982 
263.191 
1,190,969 
624,800 
28.617 
fi37.880 
229,441 
9.031 
6.811 

386.189 
641.087 
177,251 
45.840 
30,143 
1,907 

126.098 
40l.200 
16,762 

($586,782) 

$1,375,663 
($10.495.301) 
$1,726,941 
($55,444) 
$3 19.064 

$16,825 
($29,998) 

s1.555.040 

$102,654 

57.982 
(SI ,479,747) 
(SI ,373.614) 

144.486 
$40.328 
$837949 

(SI ,219.901) 
59.033 
$6.81 1 

$81.71 5 
$1.073.451 
(S200.097) 
$45.840 
$30,143 
$1.907 

$126.098 
($1,400,886) 

516,762 

57,879 

SI24 
518,175 
($232) 
51,024 

SO 

SO 
$64 

(n.017) 

SO 

$0 
$1,111 
$1.859 
$394 
($7) 

($155) 
$1,262 

SO 
$0 

$335 
($2.378) 
1665 

$3.724 
$0 
SO 
so 
so 
EO 

556,162 

544.318 
141.643 
$14.045 
$4.805 
S1.699 

Sl42 
IO 

$983 

$44 I 

$66 
$1.754 
$9.245 
$4.7 I8 
$146 

$4,284 
$1.806 
142 
$47 

S4.348 
S25.638 
fS.089 
$1,195 
$559 
$27 

$3.927 
S6.006 
$335 

1648.283 

543,994 
$23,468 
114,277 
$3,781 
11.699 

$242 

$3,000 
(W 

E441 

566 
5a3 

$7.386 
$4.324 

$153 
$4,439 
E544 
$42 
547 

14,013 
$28.016 
$4.424 
($2,529) 
5559 
S 27 

$3.927 
56.006 
$335 

$22.835.881 13.412.102 (69.423.779) 532.027 $233,570 $20 1.543 - 

1. Data Source: TEP Rale Base - Post Tcsl Year Workpaper, Bates No. TEP(0291)007698. 
2. Note: AECC's recommended amwnts are 13 ma. average balances from Der. 2011-Dec. 2012, derived from the Aliachmcnt lo TEPr Response to AECC 16.1. 



Exhibit KCII-3 
Page 3 of 3 

AECC Post-Test Year Capital Additions Adjustment 
2012 Depreciation Expense 

TEP 
Proposed 

Total 
Company 

FERC Test Year 
Description Account Amount' 
INTANGIBLE PLANT 

Miscellaneous Intangible Plant 

STEAM PRODUCTION PLANT 
Structures & Improvements 
Boiler Plant Equipment 
Turbogenerator Units 
Accessory Electric Equipment 
Miscellaneous Power Plant Equipment 

OTHER PRODUCTION PLANT 
Structures & Improvements 
Genera tors 

TRANSMISSION PLANT 
Station Equipment 

DISTRIBUTION PLANT 
Structures & Improvements 
Station Equipment 
Poles, Towers, & Fixtures 
Overhead Conductors & Devices 
Underground Conduit 
Underground Conductors & Devices 
Line Transformers 
Services 
Street Lighting & Signal Systems 

GENERAL PLANT 
Structures & Improvements 
Office Furniture & Equipment 
Transportation Equipment 
Stores Equipment 
Tools, Shop, & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 

TOTAL 

303 

31 1 
312 
314 
315 
316 

341 
344 

353 

36 I 
362 
364 
365 
366 
367 
368 
369 
373 

390 
39 1 
392 
393 
394 
3 95 
396 
3 97 
398 

$0 

$0 
$0 
$0 
$0 
$0 

$0 
$0 

$0 

$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 

$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 

AECC 

Total Recommended 
Recommended AECC 

Company Total 
Test Year Company 
Amount ' Adjustment 

$206,050 

$97,787 
$126,729 

$16,564 
$6,749 

$44,773 

$546 
$2,041 

$1,753 

$163 
$4,848 

$24,460 
$12,159 

$469 
$13,790 

$5,140 
$159 
$141 

$1 0,655 
$57,623 
$10,566 
$3,072 
$1,738 

$106 
$8,168 

$23,547 
$759 

$206,050 

$97,187 
$126,129 
$44,713 
$16,564 
$6,749 

$546 
$2,041 

$1,753 

$163 
$4,848 

$24,460 
$1 2,159 

$469 
$13,790 

$5,140 
$159 
$141 

$10,655 
$57,623 
$10,566 
$3,072 
$1,738 

$106 
$8,168 

$23,541 
$759 

$680,555 $680,555 

1. Note: TEP inadvertently omitted depreciation expense for Post-Test Year Plant. (See TEP's Response to AECC 16.4.) 
2. Note: AECC's recommended amounts are equal to depreciation expense for calendar year 2012, from the Attachment 
to TEP's Response to AECC 16.1 





Exhibit KCH-4 
Page 1 of 5 

Line 
- No. 

I 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21  

22 

23 

24 

25 

AECC 2012 Average Rate Base Adjustment  - 2011 Rate Base Accum. Depr. & ADIT Roll-Forward 

Operating Revenues 
Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base - Original Cost 

Rate Base - RCND 

Total Company 

AECC 
Acc. DeprJADIT 

Roll-Forward 
Adiustment 

(a) 

0 
0 
0 
n 
0 

835 
835 

(147,924) 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Lo. 23 + Ln. 24) 

Snooorting Schedules/Data Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(c) TEP Schedule C-3 

Jurisdictional 

AECC 
Acc. DeprJADIT 

Roll-Forward 
Adiustment 

(b) 

0 
0 
0 
0 
n 

Line 
No. 

1 
2 
3 
4 
5 
6 

- 

0 
0 
0 
0 
0 
0 
0 
0 

665 
665 

7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

a 

(665) 18 

(60,069) 19 

(118,348) 20 

1.6590 (e) 21 

1,102 22 

(7,715) 23 

(754) 24 



AECC 2012 Average Rate Base Adjustment 
Accuniulaled Depreciation (2011 &le Base Roll-Fomnrd) 

TEP AECC 

Total Total Recommended 
Proposed Recommended AECC 

Company Company Total 
FERC Test Year Test Year Company 

Descndon Acmunt Amounl' Amount' Adiumenl 
INTANGIBLE PLANT 

Misc Intangible Plant 

PRODUCXION PLANT 
Land and Land Rights 
StrucNres and Improvements 
Boiler Plant Equipment 
Turbogenerelor Unit 
Accessory Electric Plant 
Misc Power Plant Equipment 
San Juan & IRV04 Acquisition Adjustment 

OTHER PRODUCTION PLANT 
StrucNrer & Improvements 
Fuel Holders, Products. and Accessories 
Prime Movers 
Generators 
Accersory Electric Equipment 
M i x  Power Plant Equipment 

TRANSMISSION BELOW 138Kv 
Land and Land Ri& 
Strvchnes & Improvements 
Station Equipment 
Towen and Fixtures 
Poles & Fixtures 
Overhead Conduclors & Devices 
Roadr&Trails 

TRANSMISSION ABOVE 138Kv 
Land and Land Righa 
Structures & Improvements 
Station Equipment 
Towers and Fixtures 
Poles & Fixtures 
Overhead Conductors & Devices 
Roads & Trails 

DISTRIBUTION 
Land &Land Rights 
Structures & Improvements 
Station Equipment 
Poles. Towerr, and Fixtures 
Overhead Conducmrs & Devices 
Underground Conduit 
Underground Conductors & Devices 
Line Transformer 
S S I V i W  

Meters 
Street Lighting & Signal System 

GENERAL 
Structures & Improvements 
Oflice Furniture & Equipment 
Trmponation Equipment 
Stores Quipment 
Tools, shop and Oarage Equipment 
Laboramzy Equipment 
P o w  Operated Equipment 
Communication Equipment 
Misc Equipment 

TOTAL 

303 

310 
311 
312 
314 
315 
316 
115 

341 
342 
343 
344 
345 
346 

350 
352 
353 
354 
355 
356 
359 

350 
352 
353 
354 
355 
356 
359 

3 60 
361 
362 
364 
365 
366 
367 
68 L 
369 
370 
373 

390 
391 
392 
393 
394 
395 
396 
397 
398 

Total 

$78.125.315 

$3,873,608 
$97.3 10,310 

$487,376,460 

$59,653,927 
SIJ,815,202 

12,480,617 

5140.327.n7 

$2,686,374 
$2.193.323 
-1535,720 

S33.416.584 
$3,036,545 
$1,807,179 

$5.3 19,698 
$4,721,072 

$77,962,010 
$9,315,541 
$8,929,613 

$1 2.6 13,263 
$408,694 

$1 3,774,997 
$8,485,210 

$90.1 14,806 
$ I  15,221,655 

$1,083,579 
$63,605,446 
$4,180,914 

13,543,270 
92,695,883 

SSO, 104.994 
560.196.748 
562,605,980 
526,088,537 

s I I8,I79,19l 
$133,503,655 

544,508,190 
$ I1.2W.665 
$5,385,561 

$22,232,587 
$27,213,038 
$12,912,0lO 

$462.167 
12.61 2.996 
$2.440.557 
$ I  .299.477 

114.885.137 
$2,435,799 

$1,951,810,576 

584.156.086 

$3,910.058 
599.970.939 

$502,754. I65 
5145,789,774 
161,768,248 
S 14. I 12.445 
$2.355.521 

$2,912.1 48 
$2.416.705 
-5313.848 

$34,956,921 
53.097.933 
$I,937,414 

$5,371.964 
$4,781.161 

$9,372.651 
$9.210.671 

$12,787,302 
$410,180 

$79,774.798 

$ 13,926.035 

$91,548,043 
$ I  16,045,615 

$1,093,260 
564,025,851 
$4.197. I8 I 

$8,557,845 

$3.61 1.427 
$2.806.298 

151.346.567 
s61.780.976 
$64,048.087 
$26.5 19.659 

$12 1.039.770 
5136,553,288 

S45.550.985 
$18.014.383 
$5.499.412 

s23.797.775 
$30,042,606 
$14,282.213 

E532,330 
~2.778.766 
12.590.156 
11.483.535 

$16.328277 
s2.552.540 

$2.01 2.086.220 

$6.030.771 

$36,451 
S2.660.630 

15,462,037 
$2.114.322 

$297,242 
($1 25,096) 

$15,377,705 

$225.774 
$223,383 
$221.872 

$1.540.337 
$61.391 

$130.235 

152.266 
$60.089 

$1.812,718 
$57.110 

$281.059 
$I 74.039 

E1.486 

$151.038 
$71,636 

$1,433,237 
1823.960 

19.681 
$420.404 
$16.257 

$68.158 
SI 10.4 I5 

1 I .24 1.573 
$1.584.228 
$I .442. I07 

$431.123 
$2.860.479 
$3.049.632 
$1,042,796 

$813.718 
$1 13,851 

51.565.188 
$2.829.568 
$1.3 70,203 

S70.163 
$165,770 
$149,599 
S 184,058 

$1,443,240 
SI 16.741 

$60,275,643 

1. Note: TEP ~ m o u u t s  an uuadiusred Dee. 201% accumulnted depreciation bslnncu plus TEP's Delayed Plmt rdjustmtnts. 
2. Note: AECC'r recommended mmonnls are 13 no.  average accumulated depreciation bnlances for Der. 201 I-Der. 2012, 
derired from the Attachmolt la  TEP's Response io AECC 10.1. 



AECC 2012 Average Rate Base Adjustment 
Derivation of AECC Accumulated Depreciation Adjustment 

Continued on Next Page 

Dec-11 Dclaycd Plan1 Adjuslnl 
Unadjusted Accumulated Arcnrnulstcd 

Accrmulatcd Dcprccihm Depredation 
Denmeinlion Adiurlmnlr &!gg Jab-2011 Fcb-2012 MucZDl2 Apr-MI2 Map2012 Jun-2012 

INTANGIBLE PLANT 

Tola1 lntao&bles 

PRODUCTION PLANT 

E303 Misc InUngible Plant 

Din ~snd and L M ~  mghu 
E311 Slrvcaucr and lmpmvemnb 
E312 Boiler PIMI Equipment 
E314 Turbogencmtor Unit 
E315 Accessory Elccuk PIMI 
E316 Mirc Power P l ~ t  Equipment 
SM Juan & IRVD4 Acquisition Adjustment 

T o l d  Prallvrtioa 

OTHER PRODUCTION PLANT 
E341 Stnclum & ImpmvcmmLs 
E342 Fuel Holders, Fmduco, and Accurories 
E341 R i v d  Movm 
E344 Gcncrauar 
E345 Accessory ElccaiC Equipment 
E346 Mist Power P l ~ t  Equipment 

T a d  Otbcr Prodnclion 

TRANSMISSION BELOW l3RKv 
E350 LMd Md LMd Rishts 
E352 Seuclurrr & lmprovsrnsno 
E353 Stillion Equipmcnt 
E354 Towen Md FMmrcs 
E355 Poks & Fialurcr 
E356 OIrrhead Conducunr & D e v k  
E359 Roods &Trails 

Told Tramnnbion 

TRANSMISSION ABOVE l38Kv 
E350 Land and Lnnd Righo 
E352 Srmclums & lmprovcmcnls 
E353 Station Equipmen1 
E354 T o m  and F ~ N M  
u s 5  Pole* & Fiiwren 
E356 Overhed Gmducuar & Devi- 
E359 Rods & Trails 

Tutal Trawrnisrion 

DlSTRlBUTION 
E360 Land & Lmd Rights 
E361 Smcmrr;r & Irnpr~vm~nls 
E362 S&n Equipmoil 
E364 Pokr, Ta\*crs, d Fixlwss 
E365 OVErhEsd Conducton & h k s  
E366 Undcrground ConduP 
E367 Updwgmund Canductom & DcviEn 

E368 LincTranaLnncr 
€369 Services 
E370 Mclcn 
E373 S ~ I  Lighting & S i n a l  S@ns 

Tulal Distrihutinw 

GENERAL 
E390 Suucturcs & lmprovsmmts 
E391 O N i  Fumiturc & Equipment 
E392 Tm~spomtion Equipment 
E393 S m  Equipnnt 
E394 Twlr. shop Md Gam$ Equipment 
E395 Laboratory Equipment 
E396 Power Operated Equipment 
U 9 7  Communicntion Eqwipmut 
E39R Mirc Equipment 

Tola1 General 

GrMd Told 

7a,17n.s32 45.217 78.125.31s 1.1~06.635 1.006.63s 1.11116.635 1.006.635 1 . ~ ~ 6 3 5  1.nn6.63~ 
78,170,532 -45,217 78,125315 1.0116.635 1.006.615 1.0(16.635 1.006.635 I.lM6.635 I.M)(r.63S 

3,873.608 3,8n,m8 6,075 6,075 6.075 6,075 6.075 6,075 
97318.486 -~.176 97.310.310 443,418 MI,~IR 4 a . m  443.418 441.438 443.431 

4a7t9n.in -13,713 487,176,460 2,562,951 2,562,951 2.~62.9~1 2,56zg51 2,562,951 Z . ~ G Z . ~ I  
140.32R.732 -995 140.327.n7 9i0.140 910,14n 910.340 910.140 9111,3411 910,140 

13.n1s.07~ 126 I I , ~ I ~ , ~ O Z  49,540 4 9 5 4 ~  49540 49.540 49,5411 49.540 
2480.61 7 2.480.617 -zn.a49 -20.849 -20.~49 -20.8m - 2 0 . ~ 9  - 2 0 . ~ 1  

804 .~5a .m -u).361 804,817.nm 4.3113.a~~ 4303.~82 4.303.m~ 4.3ni.a~~ .+31n.xa2 4 . 3 m . ~ a  

s9.651.51n 2.397 59.651.927 352,387 352287 352287 352.387 352.387 352,387 

zpa6.m 91 2,6a6,174 17.629 37,629 37,629 17,629 37,629 37,629 
2,193,323 2,193,323 17,23 1 17,231 37.231 37.211 37,231 37,231 
-535.228 -492 -535.720 36.979 16.979 36.9i9 36.979 36 979 36 979 

59 19,698 a,71 I 8,711 8.71 I 8.71 I 8.71 I X.71 I 
4 . ~ 1 ~ 7 2  in.ni5 1n.w 10,1I15 111,1115 lll.11 I 5 i 11,Il I5 

77.062.n80 3 n 2 . 1 ~ 0  i02.120 3 o z . i ~ ~  31i2.1211 ~ I I Z , I Z ( I  3112.12R 

5,319,698 
4.721.1)72 

9,315.54l 9,315.541 9,518 Z S l 8  9.5 I 8 9.518 9,sin 9.511 

12.6 13261 12.613.263 29.11~7 29.007 29.1107 29.1~17 zl).in17 29.0117 

119,269,961 0 119,2G9.961 4116,461 406.461 406.461 4116.461 4116.461 416.461 

n . ~ ~ z p ~ n  

8,929,613 8,929,613 46,841 46,843 46,843 46,843 46x43 44843 

408,694 408.694 248 248 24a 241 248 248 

l3.774P7 13,774,997 25,173 25,173 25.173 25.173 25.1 73 25,173 
8,485.21 n a,~85,zit1 12,106 l2.1116 12, It16 1 2 . 1 1  i2.106 12, IO6 

I IJ,221.655 Il5,221,655 137,327 137,327 137.327 137.327 137,327 137,327 
1,11a3,579 1,083.5~~ 1,614 1,614 1.614 1.614 1.614 1,614 

63,605.44~ 63,605.446 70,067 70,067 7 0 . ~ 7  711,067 70.~67 7tI,1167 
4,i a0924 4.180324 2.7tl9 2.709 2.m 2.718 2.709 2.709 

90.1 i4.80~ 90.1 14.ao6 231,873 ~38,873 231,873 Z I R . X ~  23x,n73 238.~73 

196.466.61 7 D 296.466.617 487.869 417.80 4 1 7 . ~ 9  487.86r~ 487.869 4~7.869 

1,543,231 39 1,543,270 
2,695,156 427 1,695J83 

50.m9.867 5,127 ~0,104,994 
60.197.534 

11.360 
I 8,402 

2G4JI38 
240,351 
71,854 

476.746 

206,929 

508.272 
in.799 
135,620 
18.975 

2,126,346 

11,360 11.360 11,3611 11,3611 I 1,360 
I a,4m 11,4112 18,4112 18.4112 18,402 

~116.929 206,w1 2116.929 206,929 2116.929 
z64,wa 264,038 264,038 264,038 264.01a 
24n.351 240,151 240,151 2411.351 240.351 
71.854 71 ,a54 71,854 71,854 7 1 ~ 5 4  

5nn.zn 50a,272 508.272 5na.m 5nn,272 
1n.m9 i n ; m  173.799 171.m 173.799 

476,746 416,746 476.746 476,746 476.746 

135,620 115.620 115,820 135,620 135,620 
1a.m 18.975 I 8.975 11.975 IR.975 

2,126.346 2.126346 2,126346 2,126,346 2.11,346 

zz.z2zzs,aia 2.777 22,232,587 260,865 260,R65 260.865 261I,R65 264865 264,865 

12.91 1.631 379 12.912.010 228,367 221367 228367 228.367 228.367 22R.367 
27,202,227 I q a i i  27,213,113a 471.~15 471,595 471.~95 471,595 471,595 471,595 

461,240 927 462.167 I 1,694 IIi694 I l&4 I I;694 11,694 Il;694 

2,.~0,~49 u 2,440,557 24,933 24,933 24,913 24,933 24,933 24,913 
1,299,054 423 1,299,477 30,676 30,676 30,676 311,676 311.676 311.676 

2,435.782 17 2,435.799 19,457 19.457 19.457 19.457 19,457 19.457 
a6.462.31~ 31.465 86,493.769 1.1 15.755 13 15.755 1.3 15.755 I 3  15.755 I ,I 15.755 I ,3 15.755 

2,61i,a89 1.107 2.612p6 27,62a 27,628 27.628 2 7 , m  27.628 27.628 

14,a70,121 is.1116 14.na5.137 240.540 240,540 240.5411 240.540 2411,~4n 2411,540 

Note: Sofhmre not included in the 2011 proforma, were included in 2012 calculations totaling S69k additional depreciation. 
Data Source: Derived from the Attachment to  TEP's Response to AECC 10.1 Projected AD Balances. Deprecialion associated with Post-Test Year Plant, 
indnding Renmables (from the Atlacbmcnt lo  TEP's Respouse to AECC 16.1) was removed from the monthly amounts to isolate existing 201 I plant. 



AECC 2012 Average Rate Base Adjustment 
Derivation of AECC Accumulated Depreciation Adjustment 

AECC 
Ending 21111 Plant 13 Adjustmcntls 

Accumdncd Mmth AYCTWE 201 I 
Dcprwislinn Accamulalcd Accnmulalul 

Jul-2012 Aag-2012 Sep.2012 Oct-2012 Nov-ZOfZ D ~ r - M l l  B;lbam Denreeintioa Depwi8liim 

1.006.635 1.w6,635 i . n m 4 3  i,ono,8n i . n n n , m  I ~ H I I I . R ~  ~ ~ . I R G . R S ~  w.156.11~6 6.11311.771 
1.006.635 1 . ~ 6 , 6 3 5  1.ms.843 1.ono.m I,IIOII.RTJ I,UIIO.R~ 90.116.~57 x4.1~6.0~6 6.t13n.m 

6,075 6.07s 6,075 6,075 6,075 6 . m  3,946.51~1 ~.~III,IIS~ 36,451 
443.438 443.438 443.438 443.438 443.438 443.438 102 631 569 99 9711 939 2 6611 6311 

INTANGIBLE PLANT 

Total lalaagiblcr 

PRODUCTION PLANT 

E303 Mirc Inmgible Plant 

E3IOLandandLandRighu 
E31 I Svuchrrcr and lmpravclncnu 
E312 Boilcr P l a t  Equipment 
E314 TwbogcnwatorUnit 
E315 Acscriory ElsDic Plant 
E3 16 Mirc b w w  Plant Eqvipmmt 
San Juan & IRVW Acquisition AdjusLmnenl 

Total Prduclion 

OTHER PRODUCTION PLANT 
E341 Strucbvrcs & Impmwmcnts 
E342 Fud Haldcn, RodvcC unl Accworiw 
E343 Rivet Movers 
E344 Gencmlors 
E345 Accessory U=hk EquipDon1 
E346 M i x  Pores Planl Equiplncnl 

Toid Other Prodtiction 

TRANSMISSION BELOW l38Kv 
E350 Land snd Land Rights 
E352 Svusmrcs B ImprowmenIa 
E353 Slaliion Equipmcnl 
E354 Towcn ad FixNrw 
F.355 Poles & Fixlures 
E356 Ovcrhcad Conductors & DNicfs 
E359 Roads & Trails 

Total Tranrmirsium 

TRANSMISSION ABOVE I3RKv 
E350 Land and Land Pi& 
E352 suuumr & Impromcnts 
E353 Stslim Equipment 
E354 Towcn and Fixtoms 
a 5 5  Poki & Fix- 
E356 Ovchcad Condvnon & &vises 
E359 hads & Trnils 

Tala1 Transmirsiua 

DISTRIBUTION 
E360 Land & Land Rights 
E361 Svuclunr& Impmucmcnu 
W62 Slalion Eguipmcnl 
E M  Polor, Tow- md Fixlwrn 
E365 Ovcrhcd Conductors & Dovleor 
E366 Undcrpund Conduit 
E367 Undcrpund C a n d w n  & Dcviocr 
E36U Line Tranrfonncr 
E369 krvisn 
E370 ME~EII 
E373 SVEEI Lyhting & Signnl Syrlcmr 

Total Distribution 

GENERAL 
E390 Struoluw & lnnpmwmcnu 
E391 Olliu Fumimrc & Equipmcnl 
E392 Transporlation Equipmcnl 
E393 Siorcs Equipmcnt 
E394 Tools, shop and GwagC Equipment 
E395 Labomtory Quipnent 
E396 Power Operated Equipment 
E397 Cammuaimion Equiplnent 
E398 Mirc Equipml  

TMrl G~mcml 

&and Tool 

. .~ ~. . ~ ~, . . .,~. ,. 
2J62;951 2.562:951 2,562;951 2,562:951 2.562;951 2,562,951 511,131,R?I 502.754,165 15,377.71)J 

352.387 352,387 352,387 352.387 352,387 352387 63.882.5711 61,768,241 2.1 14.322 
910.340 910,340 9 1 q w 1  910340 m j 4 1 1  910,3411 I S ~ . ~ ~ I . R I Z  145,789,774 5,462.1137 

49.540 49,540 49,5411 49,540 49,540 49.540 14,409,687 14.1 12,445 297,242 
-20.849 -20.849 -20.849 -20.849 -20.849 .zo,sro z.un.425 2 3 5 5 . ~ ~ 1  -125 096 

4303.8~2 4 . 3 0 3 . ~ ~ ~  4.3m.882 4.)n3.882 4.3113.882 4 ~ 0 3 . ~ 8 2  ~ 5 6 . 4 8 4 , ~  ~311.661,isi Z S . ~ . Z ~ Z  

37,629 37,629 37,629 37,629 37.629 37,619 3,137,922 2,911,148 225,774 

36,979 36,979 36,979 36,979 36.979 36.979 -91,975 -313,118 221.872 
256.723 256.723 U6.723 256.723 256.723 256.723 36,497,259 34,956.921 1,540,337 
10,232 10,232 I0232 10,232 10,232 10,232 3,159,324 3~97,933 61,391 

37,231 37,231 37,231 37,231 37,231 37.231 z,64n.o911 2,416,706 zuje 

21.706 21.706 2 1 . 7 ~  21.706 21.706 21.706 2 . 0 6 7 . ~ ~  1.937.414 130235 
4110.499 400,499 4110.459 400.499 4110,499 400,499 47,4111.268 45.11117.275 2 , 4 0 2 , ~ 2  

8.71 I 8.71 I 8,711 8.71 I 1.71 I 8.71 I 5,424,230 5271.964 52,266 
10.015 10.015 io.ni5 l M l 5  in.nis 1 n . m  4841.250 4.n1.161 60.089 , ,  . .  

3n2.120 302;120 3nz;izn ,II~IZO 302,120 ~IIZ:I~II ni.ss7.516 79.774.79a i . x n j ~ n  

46,843 46.843 46,843 46,843 46.843 46.843 9 , 4 9 1 . n ~  9,2111,671 211,059 
29,1107 29.007 29.1107 29.007 29.nn7 29.0117 12.w.341 12.7~7.3112 174.1139 

9.5 1 8 9,518 9,5518 9.518 9,518 9,51 8 9.429,762 9,372,651 57,1111 

24 a 241 24X 248 248 248 411.667 410.110 1,4X6 
406.461 406.461 406,461 406.461 416,461 4116.461 124.147.495 121,708.728 2.438 767 

25.173 25,173 25,173 25,173 x,in 25,171 14,077,1174 13,1)26,035 t s i p 3 s  
12.106 12,106 12,101 12.106 12.1w 1 2 , m  n.6311.4~1 8,557,845 72,636 

238.873 238,873 238,873 238,873 238,873 231,873 92,981,211 91,541,1143 1,433.237 
137,327 137.327 137,321 137327 137.327 137,327 I16,869,575 I16,1)45,615 823.960 

1,614 1,614 1,614 1,614 1,614 1,614 1,102,941 I,l%3,2GIl 9,68i 

2,709 2,709 2.709 2,709 2.7119 2,71W 4.213.431 4.197.111 16.257 
487,869 4R7.869 487,669 417,RM 487.869 487.869 302,321.1M3 299393,8311 2.927.213 

70.067 70,067 70,067 70,067 7n.w 70,1167 64.446255 64,025,851 4211,4114 

11,360 
18,4112 

206,929 
264.038 

71,854 
476,746 
5118,272 

24n.3~1 

173.799 
135,620 
1n.975 

2,126.346 

11.360 
18.4112 

2W,929 
264,038 

71,854 
476.746 

24n,351 

511~.2n 
1 n . 7 ~  
135.620 

18.975 
2,126.346 

11,3611 I 1260 11,36Il 11.3611 3.679.515 3.61 1,427 6X.I5R 
I 8,402 I 8.402 18,402 18.4112 1,916,712 2.XIl6,298 Illl.415 

z n ~ , m ~  2 1 1 6 . 9 ~  216.929 2116,929 SZ,~I~R.IJO 5 1 3 4 6 . ~ 6 7  1,z41.~73 
z a . 0 3 ~  264.03~ 264.038 2 u . 0 3 ~  63,365,2114 61.7R11.976 I , S L ~ , ~ Z R  
240,351 240,351 240.3~1 240,351 6~,4~0,194 64,1~n,on7 I+IZ,III~ 

~08.272 5 0 8 , ~ ~  5118,zn 50x.272 139.mz.920 I ~ G , S D . ~ U ~  3,1149,632 
inm 1 7 3 , ~   in,^ 173,799 4 6 . ~ 9 3 ~ 8 1  45.550.985 1,042,796 

71,854 71,854 71.854 71.854 26,9511,782 26~Sl9.659 431,123 
474746 476.746 476,746 476,746 123,9lM,249 121.1139.770 2,8611,479 

135.620 I35.62ll l35.620 135.6211 I1.R2P,IllIl 11,1114.383 K13.718 
I8975 18.975 1 8.975 18.975 5,613,264 5.499.412 II3.RSI 

2,126,346 2,126,346 2,126246 2.126.346 549.528.930 536.7711,151 IL758.1179 

260,865 260.865 260,865 260,865 260,865 260,165 25,362963 23,?97,775 1,565,IRll 
471,595 471,595 471,595 471.595 471,595 471.595 32,872.174 311,O42,6006 2.129.568 
228,367 228.367 228,367 218,367 228,367 228.367 I5.652.4Ib 14,282,213 1,370,203 
I 1,694 I 1,694 11,694 I1  ,694 11,694 11,694 6VZ.493 532,330 70.163 
27-61 8 27.628 27,628 27,628 27.628 27,628 2,944.535 2,778,766 165,7711 
24,933 14,933 24,933 24,933 24.933 24,933 2,739.755 2,59n,156 149.559 
30,676 30.676 30,676 30,676 311,676 30,676 1,667,592 1.483.515 I84,058 

19,457 19.457 19.457 19.457 19.457 19.457 2.669.281 2,552,1411 116,741 
1,315,755 1315.755 1315.755 1315.755 1315.755 1315,755 102,282,826 94.38R.298 7.194.529 

~40.540 24~1,540 240,5411 2411~4o 2411,540 240,540 17,n1,617 16,328,377 1.443,2411 

10,047,447 10,047,447 10.046.655 I0.041.685 III,04ldR5 10.041,685 2,072361.163 2.012.0116.220 601,275.643 







Exhibit KCH-5 
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Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

AECC Springerville Third Party Revenue Adjustment 

Total Company 

Operating Revenues 
Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base -Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

AECC 
Springerville 

Revenue 
Ad iustmen t 

(a) 

0 
0 
0 

6,961 
6,961 

2,785 
2,785 

FV Increment Rev. Req't Impact (AvgILn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Lo. 23 + Ln. 24) 

SupDortinp. Scheduleshta Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(e) TEP Schedule C-3 

Jurisdictional 

AECC 
Springcrville 

Revenue 
Adiustment 

(b) 

0 
0 
0 

6,961 
6,961 

2,778 
2,178 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

4,183 18 - 
(2,085) 19 

(4,539) 20 

1.6590 (c) 21 



Exhibit KCN-S 
PRgC 2 O f  2 

AECC Springerville Third Party Revenue Adjustment 

TEP AECC 

Total Total Recommended 
Proposed Rccommended AECC 

Company Company Total 
FERC Test Year Test Year Company 

Description Account Amount' Amount Adjustment 
Rent from Electric Property 454 $6,961,004 S 13,922,008 $6,96 1,004 

1. Data Source: TEP Income - Springervilfe Units 3 and 4 Workpaper, Bates No. TEP(0291)007544. 
2. Note: TEP proposes to credit ratepayers with 50% of the revenues from Tri-State and SRP for the 

Springerville Common and Coal Handling Facilities leases. AECC recommends that ratepayers be crcdited 
with 100% of these revenues. 





Exhibit KCH-6 
Page 1 of 6 

AECC Payroll Expense Adjustment 

Line 
- No. 

1 Operating Revenues 
2 Electric Retail Non-Fuel Revenue 
3 PPFAC Revenue 
4 Sales for Resale 
5 Other Operating Revenue 
6 Total Operating Revenues 

7 Operating Expenses 
8 Fuel Expense 
9 Purchased Power - Demand 
10 Purchased Power - Energy 
11 Transmission 
12 
13 
14 Depreciation and Amortization 
15 Taxes Other than Income 
16 Income Taxes 
17 Total Operating Expenses 

18 Operating Income 

19 

20 Rate Base - RCND 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 

Rate Base - Original Cost 

21 Gross Revenue Conversion Factor 

22 

23 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

Total Company 

AECC 
Payroll 
Expense 

Adiustment 
(8) 

19 
(19) 

0 
0 
n 

1,320 

24 

25 

FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Jurisdictional 

AECC 
Payroll 
Expense 

Adiustment 
(b) 

I9 

0 
0 

(1 9) 

(0) 

Line 
- No. 

i 
2 
3 
4 
5 
6 

1 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

1,097 18 

(659) 19 

(1,435) 20 

1.6590 (c) 21 

Suwortinv Schedulesmata Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(e) TEP Schedule C-3 



4 
Exhibil KCll-6 

Page 2 016 

AECC Payroll Expense and Payroll Tax Expense Adjustments 

FERC 
Description Account 
O&M Payroll Expense Various 
Taxes Other Than Income 
Total 

408 

Detail of Payroll Expense Adjustment by FERC Account: 
Steam Prod Oper-Supervision 500 
Steam Prod Oper-Supervision 500 
Fuel - Steam 50 1 
Steam Expenses 502 
Steam Expenses 502 
Electric Expenses 505 
Electric Expenses 505 
Steam Prod-Misc Expense 506 
Steam Prod-Misc Expense 506 
Maint-Supervision & Engr 510 
Maint-Supervision & Engr 510 
Maint of Structures 51 1 
Maint of Structures 51 1 
Maint of Boiler Plant 512 
Maint of Boiler Plant 512 
Steam Prod-Mnt Elec Plnt 513 
Steam Prod-Mnt Elec Plnt 513 
Steam Prod-Mnt Misc Plnt 514 
Steam Prod-Mnt Misc Plnt 514 
Other Prod Oper-Supervision 546 
Misc Other Pw Gen Exp 549 
Maint of Structures 552 
Maint Gen & Elec Plant 553 
Maint of Misc 0th Pwr Gen Plant 554 
Sys Cntrol/Load Dispatch 556 
Prod Expense-Other 557 
Trans-Oper Supv & Engr 560 
Trans-Load Dispatch 56 I 
Trans-Mix Oper Expense 566 
Trans-Maint Supv & Engr 568 
Trans-Maint of Structures 569 
Trans-Maint Stn Equip 570 
Trans-Maint of OH Lines 57 1 
Trans-Maint Misc Trans Plnt 573 

TEP AECC 
Unadjusted Proposed Recommended AECC 

Company Company Company Total 
Test Year Test Year Test Year Company 

Total Total Total Recommended 

. .  
Amount'2 Amount"2 Amount Adjustment 

$ 68,355,320 $ 60,467,976 $ 58,421,788 $ (2,046,188) 
$ 9,481,829 $ 9,742,755 $ 9,588,941 $ (153,814) 
$ 77,837,149 $ 70,210,731 $ 68,010,730 $ (2,200,001) 

($181) 
($1 89,417) 

($18,568) 
($354) 

($202,550) 
($1 18) 

($62,445) 
($85) 

($60,570) 
($69) 

($74,633) 
$83 

($17,464) 
($146) 

($167,019) 

($48,517) 
$38 

($63,383) 

($134) 
($687) 

($2,498) 
($601) 

($29,965) 

($21,437) 

($1,589) 
($5,102) 

($54,027) 
($10,436) 

($32) 

($945) 

($9,757) 

($30) 

($4) 

($3) 



Exhibil KCA-6 
Pnge3 a i 6  

AECC Payroll Expense and Payroll Tax Expense Adjustments 

Description 
Dist-Oper Supv & Engr 
Dist-Load Dispatching 
Dist-Station Expenses 
Dist-Overhead Line Exp 
Dist-Underground Line Exp 
Dist-LighVSignal Exp 
Dist-Meter Expenses 
Dist-Customer Install Exp 
Dist-Misc Expense 
Dist-Misc Expense 
Dist-Maint Supv & Engr 
Dist-Maint Stn Equip 
Dist-Maint of OH Lines 
Dist-Maint of UG Lines 
Dist-Mnt Line Transformers 
Dist-Maint of Meters 
Dist-Maint Misc Plant 
Cust Rec/Collection Exp 
Customer Assistance Exp 
Informationalfinstrct Adv Exp 
A&G Salaries 
A&G Salaries 
Injuries & Damages 
Injuries & Damages 
Pensions & Benefits 
General Advertising Exp 
Load Dispatch-Reliability 
Load Dispatch-Monitor and Operation 
Load Dispatch-Transmission Service 
Fuel - Steam 

Total 

FERC 
Account 

580 
581 
582 
583 
5 84 
585 
586 
587 
588 
588 
590 
592 
593 
594 
595 
597 
598 
903 
908 
909 
920 
920 
925 
925 
926 
930 

561 1 
5612 
5613 
50 1 

TEP AECC 
Unadjusted Proposed Recommended AECC 

Company Company Company Total 
Test Year Test Year Test Year Company 
Amount'" Amount Adjustment 

Total Recorninended Total Total 

($20,98 8) 
($1 1,158) 
($ 1.578) 
($9,120) 
($3,213) 

($1 17) 
($26,330) 
($2,997) 

($45) 
($8 1,900) 
($14,300) 
($12,572) 
($1 5,689) 
($1,740) 
($6,787) 
($2,6 13) 
($1,229) 

(6 167,968) 
($23,16 1) 

($769) 
($205) 

($471,475) 
$613 

($1 3,649) 
($4 1,432) 
($10,817) 
($24,017) 
($24,405) 
($1 3,882) 

($0) 

($2,046,188) 

Data Sources: 
1. TEP Income - Payroll Expense Adjustment Workpaper 
2. TEP Income - Payroll Tax Expense Adjustment Workpaper 



Exhibit KCI-1-6 
Page 4 of 6 

AECC Payroll Expense Adjustment 
Calculation of 2.5% 2012 Increase 

lEmp1 Class 
Classified Total 
Unclassified Total 
Executive Total 
Grand Total 

Annual Rt Annual Rt 
48,3 16,882 50,234,33 8 
56,93 3,329 57,706,892 
3,439,788 3,471,907 

108,689,998 1 1 1,4 13,137 

Average Wage increase in 2012 I 2.5% 

Data Source: TEP Income - Payroll Expense Workpaper, Payroll Increase tab. 



Derivation of AECC Payroll Expense And Payroll Tax Expense Adjustment by FERC Account 
....................................... " . .... ... 
/Payroll by Function Told PR 

UNS corpante S I I Y C ~ U ~  

DEE-I1 USD 
ICMAR-2012 1337AIV 

N o ~ ~ r i B r C o m n  n g u ~ l l d  

- 12 M m l b  % OBrM 
DEC-11 D i m i B U l i D A  - C FERC 

I3.W n.ni% 

OS01 Fml - Swam I 620.274.68 0.91% 
0StZSIc.m Errraw 11.811.W n.nm 
@SO2 S t e m  E X F I I ~  6.166.429.94 9 . m o  
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Ms mhcr PW Gen Exp 
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Maim Gcn & Ua P h s  
Mami of Mirc 0th h v r  Gcn PI. 
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Trancopcr S u p  a Engr 
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DiSlOlfihfad Lim Esp 
Dnl-Undorpond Lim Exp 
Disl-LiglulSipal E?+ 
Disl-Mela Expensea 
Dil~.CUflamr lnrwll Exp 
Dill-Mis Expena 



Derivation of AECC Payroll Expense And Payroll Tax Expense Adjustment by FERC Account 

I ]Payroll by Function Told PR 
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Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
I t  
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

AECC Generation Overhaul Expense Adjustment 

Total Company 

Operating Revenues 
Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base - Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Lu. 19 x WACC x Ln. 21) 

AECC 
Generation 
Overhaul 

Ad iustment 
(a) 

0 
0 
0 
0 
n 

973 
(1,459) 

1,459 

FV Increment Rev. Req’t Impact (Avg[Ln. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Jurisdictional 

AECC 
Generation 
Overhaul 

Adiustmcnt 
(b) 

0 
0 
0 
0 
n 

1,366 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

1.6590 (c) 21 

(2,267) 22 

(94) 23 

Suooortine Schedules/Data Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(c) TEP Schedule C-3 



Exhibit KCH-7 
Page 2 o f 3  

AECC Outage and Overhaul Expense Adjustment 
(Excluding Springerville Unit 1) 

TEP AECC 
Unadjusted Proposed Recommended AECC 

Company Company Company Total 
Total Total Total Recoinmended 

FERC Test Year Test Year Test Year Company 

Description Account Amount' Amount' Amount Adjustment 
Outage and Overhaul Expense 512 $13,758,000 $15,028,00 1 $ 12,596,445 ($2,43 1,556) 

1. Data Source: TEP Income - Overhaul and Outage Workpaper, Bates No. TEP(0291)007244. 
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Exhibit KCH-8 
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Line 
- No. 

AECC Injuries & Damages Expense Adjustment 

Total Company 

AECC 
Injuries & 
Damages 

Adiustment 
(a) 

1 Operating Revenues 
2 Electric Retail Non-Fuel Revenue 
3 PPFAC Revenue 
4 Sales for Resale 
5 Other Operating Rwenue 
6 Total Operating Revenues 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreriation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

18 Operating Income 

19 Rate Base - Original Cost 

20 Rate Base - RCND 

0 

21 Gross Revenue Conversion Factor 

22 

23 

24 

25 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Jurisdictional 

AECC 
Injuries & 
Damages 

Adiustment 
(b) 

0 

0 
0 
0 
0 
0 

0 
0 

38 

(96) 

(58) 

58 

(33) 

(71) 

Line 
- No. 

1 
2 
3 
4 
5 
6 

1 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

Suoaortine SchedulesData Source 
(a) & (b) TEP Rev Req Model - AECC W P  
(c) TEP Schedule C-3 



Exhibit KCII-8 
Pnge z or3  

AECC Injuries & Damages Expense Adjustment 

TEP AECC 
Unadjusted Proposed Recommended AECC 

Company Company Company Total 
Total Total Total Recommended 

FERC Test Year Test Year Test Year Company 
Ad,iustment Description Account Amount' Amount' Amount 

Injuries and Damages 925 $451,455 $1,128,981 $1,019,975 ($109,005) 

1. Data Source: TEP Income - Injuries & Damages Workpaper, Bates No. TEP(0291)007224. 
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Exhibit KCH-9 
Page 1 of 3 

AECC Lime Expense Adjustment 

Line 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

Operating Revenues 
Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base - Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. IS x Lo. 21) 

Total Company 

AECC 
Lime 

Expense 
Adiustment 

(a) 

0 
0 
0 
0 
0 

Jurisdictionnl 

AECC 
Lime 

Expense 
Adiustmcnt 

(b) 

0 
0 
0 

0 
(901 1 

0 
0 

361 
(540) 

540 

(359) 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req’t Impact (Avg(Ln. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Suooortine ScheduledData Source 
(a) & (b) TEP Rev Req Model - AECC W P  
(c) TEP Schedule C-3 

0 
(800) 

0 
0 

319 
(480) 

Line 
- No. 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

480 18 

( 9 8 )  20 

1.6590 (c) 21 

(797) 22 

(35) 23 

(4) 24 

I (W1 25 



Exhibit KCH-9 
Page 2 of 3 

AECC SGS Unit 2 Lime Expense Adjustment 

TEP AECC 

Total Total Recommended 
Proposed Recommended AECC 

Company Company Total 
FERC Test Year Test Year Company 

Description Account Amount' Amount2 Adjustment 
Steam Expenses 502 $1,398,994 $498,0 14 ($900,980) 

1. Data Source: TEP Income - Lime Expense Workpaper TEP(0291)007229. 
2. Note: AECC's Adjustment used 2012 data through Sep., from TEP's Response to RUCO 8.06, and is based on 
the average percentage increase in lime cost per ton in 2012 over 2011. This percentage increase was applied 
to SGS Unit 2's 2011 lime cost, excluding the effect of sulfur credit. 







Exhibit KCH-10 
Page 1 of 3 

Line 
No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
IO 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 

25 

- 

AECC Incentive Compensation Expense Adjustment 

Total Company 

AECC 
Incentive 

Compensation 
Adiustment 

(a) 
Operating Revenues 

Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base -Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

1,541 
(2,311) 

2,311 

OCRB Revenue Requirement Impact (Ln. 19 x WACC x Ln. 21) 

FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 23 + Ln. 24) 

Supnortine Schedulesmata Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(c) TEP Schedule C-3 

Jurisdictional 

AECC 
Incentive 

Compensation 
Adiustment 

(b) 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

1.6590 (e) 21 

(2,887) 22 

(148) 23 

(18) 24 

I (3,052) 25 



Exhibil KCH-IO 
Page 2 or3 

AECC Incentive Compensation Expense Adjustment 

Description 
Operation Supervision & Engineering 
Miscellaneous Steam Power Expenses 
Maintenance Miscellaneous Steam Plant 
Miscellaneous Transmission Expenses 
Maintenance of Station Equipment 
Operation Supervision & Engineering 
Miscellaneous Distribution Expenses 
Maintenance of Misc. Distribution Plant 
Customer Records & Collection Expenses 
Administrative &General Salaries 
Total O&M Incentive Comp. Adjustment 

FICA Tax @ 7.5% 

Total 

FERC 
Account 

500 
506 
514 
566 
570 
580 
588 
598 
903 
920 

408 

Unadjusted 
Total 

Company 
Test Year 
Amount' 

83,927 
786,569 
309,913 
587,565 
62,030 
53,316 

215,121 
34,O 17 

226,452 
2,061,087 
4,4 1 9,997 

33 1,500 

4,751,497 

TEP 
Proposed 

Total 
Company 
Test Year 
Amount' 

$139,446 
$1,306,901 

$5 14,928 
$976,252 
$103,063 
$88,585 

$357,427 
$56,5 1 9 

$376,256 
$2,351,032 
$6,276,4 IO 

470,73 1 

6,747,141 

AECC 
Recommended 

Total 
Company 
Test Year 
Amount 

$59,835 
S560.782 
$220,952 
$4 18,903 
$44,224 
$38,011 

$153,370 
$24,252 

$161,448 
$1,011,380 
$2,693,158 

201,987 

2,895,145 

AECC 
Recommended 

Total 
Company 

Adjustment 
($79,6 IO) 

($746,119) 
($293,977) 
($557,350) 
($58,839) 
($50,574) 

($204,058) 
($32,266) 

($2 14,807) 
($1,345,652) 
($3,583,252) 

($268,744) 

($3,85 1,996) 

1. Data Source: TEP Income - Incentive Compensation Workpaper, Bates No. TEP(0291)007213-007214. 







Exhibit KCII-I I 
Page I of 2 

AECC Capital Structure Adjustment 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 
24 
25 

26 

27 

28 

29 

30 

31 

Operating Revenues 
Electric Retail Non-Fuel Revenue 
PPFAC Revenue 
Sales for Resale 
Other Operating Revenue 

Total Operating Revenues 

Operating Expenses 
Fuel Expense 
Purchased Power - Demaud 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

Operating Income 

Rate Base - Original Cost 

Rate Base - RCND 

Gross Revenue Conversion Factor 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

Total Company 

AECC 
Capital 

Structure 
Adiustment 

(a) 

0 
0 
0 
0 
0 

0 
0 
0 

1,183 

776 

TEP As-Filed OCRB Rate Base (KCH-1, p. 2, Ln. 1) 
Total AECC OCRB Rate Base Adjustments before Cap. Str. Adjustment 
Total Adjusted OCRB Rate Base before Debt Adjustment (Ln. 23 + Ln. 24) 

Weighted Cost of Capital before Capital Structure Adjustment 

Total Adjusted OCRB Rate Base after Cap. Str. Adjustment (Ln. 19 + Ln. 25) 

Weighted Cost of Capital after Capital Structure Adjustment 

OCRB Revenue Req't Impact ([(Ln. 27 x Ln. 28) - (Ln. 25 x Ln. 2611 x Ln. 21) 

FV Increment Rev. Req't Impact (Avg[Ln. 19, Ln. 201 - Ln. 19 x 1.56Oh x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 29 + Ln. 30) 

Supportine Schedulcs/Data Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(c) TEP Schedule C-3 

2,164 

Jurisdictional 

AECC 
Incentive 

Compensation 
Adiustment 

(b) 

Line 
- No. 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

932 18 

583 19 

1,625 20 

1.6590 (c) 21 

(1,547) 22 

1.519,073 23 . .  

(85,397) 24 
1,433,676 25 

7.74% 26 

1,434,258 27 

1.57% 28 



Exhibit KCI.1-11 
Page 2 of 2 

AECC Capital Structure Adjustment 

Capitalization 
Description Percent 
201 1 Test Year Actual Common Stock Equity Component’ 43.50% 
2012 Projected Common Stock Equity Component’ 42.20% 

42.85% 

57.15% 

2012 Average Common Stock Equity Component 

2012 Average Long-Term Debt Component 

1. Data Source: TEP Schedule D-1. 





Exhibit KCH-12 
Page 1 of 2 

AECC Cost of Debt Adjustment 

Line 
- No. 

1 Operating Revenues 
2 Electrie Retail Non-Fuel Revenue 
3 PPFAC Revenue 
4 Sales for Resale 
5 Other Operating Revenue 
6 Total Operating Revenues 

7 Operating Expenses 
8 Fuel Expense 
9 Purchased Power - Demand 
10 Purchased Power - Energy 
11 Transmission 
12 
13 
14 Depredation and Amortization 
15 Taxes Other than Income 
16 Income Taxes 
17 Total Operating Expenses 

18 Operating Income 

19 

20 Rate Base - RCND 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 

Rate Base - Original Cost 

21 Gross Revenue Conversion Factor 

22 Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

Total Company 

AECC 
Capital 

Structure 
Ad iustment 

(2) 

0 
0 
0 
n 
n 

0 
0 
0 
0 

592 
592 

(592) 

23 
24 
25 

26 

27 

28 

29 

30 

31 

TEP As-Filed OCRB Rate Base (KCH-1, p. 2, Ln. 1) 
Total AECC OCRB Rate Base Adjustments before Debt Adjustment 
Total Adjusted OCRB Rate Base before Debt Adjustment (Ln. 23 + Ln. 24) 

Weighted Cost of Capital before Debt Adjustment 

Total Adjusted OCRB Rate Base after Debt Adjustment (Ln. 19 + Ln. 25) 

Weighted Cost of Capital after Debt Adjustment 

OCRB Revenue Req't Impact ([(Ln. 27 x Ln. 28) - (Ln. 25 x Ln. 2611 x Ln. 21) 

FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 29 + Ln. 30) 

Supporting S e h e d u l d a t a  Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(e) TEP Schedule C-3 

(388) 

Jurisdictional 

AECC 
Incentive 

Compensation 
Adiustment 

(a) 

0 
0 
0 
0 
n 

457 
457 

Line 
- No. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

(457) 18 

(81 3) 20 

1.6590 (c) 21 

759 22 

1,519,073 23 
(84.81 5) 24 

1,434,258 25 

1.57% 26 

1,433,967 27 

7.49% 28 

I 



Exhibit KCH-12 
Page 2 of 2 

AECC Cost of Debt Adjustment 

cost 
Description Rate 

5.22% 
4.87% 
5.04% 

201 1 Test Year Actual Long-Term Debt -Net Component’ 
2012 Projected Long-Term Debt - Net Component’ 
2012 Average Long-Term Debt - Net Component 

1. Data Source: TEP Schedule D-I. 





Exhibit KCH-13 
Page 1 of 7 

AECC Return on Equity Adjustment 

Total Company 

AECC 
Capital 

Structure 
Adiustment 

(a) 

0 
0 
0 
0 
n 

Jurisdictional 

Line 
No. - 

1 Operating Revenues 
2 Electric Retail Non-Fuel Revenue 
3 PPFAC Revenue 
4 Sales for Resale 
5 Other Operating Revenue 
6 Total Operating Revenues 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Operating Expenses 
Fuel Expense 
Purchased Power - Demand 
Purchased Power - Energy 
Transmission 

Fuel, Purchased Power and Transmission 
Other Operations & Maintenance Expense 
Depreciation and Amortization 
Taxes Other than Income 
Income Taxes 

Total Operating Expenses 

18 Operating Income 

19 

20 Rate Base - RCND 

21 Gross Revenue Conversion Factor 

Rate Base - Original Cost 

0 

0 

0 

22 

23 
24 
25 

26 

27 

28 

29 

30 

31 

Operating Income Revenue Requirement Impact (-Ln. 18 x Ln. 21) 

TEP As-Filed OCRB Rate Base (KCH-1, p. 2, Ln. 1) 
Total AECC OCRB Rate Base Adjustments before ROE Adjustment 
Total Adjusted OCRB Rate Base before ROE Adjustment (Ln. 23 + Ln. 24) 

Weighted Cost of Capital before ROE Adjustment 

Total Adjusted OCRB Rate Base after ROE Adjustment (Ln. 19 + Ln. 25) 

Weighted Cost of Capital after ROE Adjustment 

OCRB Revenue Req't Impact ([(Ln. 27 x Ln. 28) - (Ln. 25 Y Ln. 26)1 x Lo. 21) 

FV Increment Rev. Req't Impact (AvglLn. 19, Ln. 201 - Ln. 19 x 1.56% x Ln. 21) 

Total Revenue Requirement Impact (Ln. 22 + Ln. 29 + Ln. 30) 

AECC 
Incentive 

Compensation 
Adiustment 

(b) 

0 
0 
0 
0 
n 

Line 
No. - 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

0 18 

0 19 

0 20 

1.6590 (c) 21 

0 22 

1,519,073 23 
(85,106) 24 

1,433,967 25 

7.49% 26 

1,433,967 21 

7.21 % 28 

Sumortine. Schedules/Data Source 
(a) & (b) TEP Rev Req Model - AECC WP 
(c) TEP Schedule C-3 



Exhibit KCII-13 
Page 2 of 7 

AECC Return on Equity Adjustment 

cost 
Description Rate 

10.15% 
2012 Qtr 1 - Qtr 3 Median Awarded Return on Equity 
20 11 Median Awarded Return on Equity 

10.05% 

AECC Recommended Maximum Allowed ROE Component 10.10% 

1. Data Source: SNL 2011 and Q1-Q3 2012 Major Electric Rate Case 
Summaries. 



2008 Maior Electric Rate Case Summarv from Remlatorv Research Associates 
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9.26 10.75 
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8.1 -- .._ 

8.38 10.25 
8.29 10.25 
7.34 9.1 

8.58 10.25 
8.24 10.1 
8.66 10.7 
9.02 IO 

(9) - 
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8.41 10.6 (11) 

I_ 12.12 (8) - 

_._ - 

-. - _- 
_._ __. __ 
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8.33 10.43 
7.69 9.4 
R.92 1o.n 

1.29 10.25 
1.27 in.18 

1.36 10.3 

- (IS) -- (15) - 

_. 11.7 (8.16 -. 
1.01 111 65 
8.2 10.65 

8.68 10.65 

R . 0 6  -- - 
1.45 1n.2 

8.25 i n . ~  
8.25 (17) in (17) 
7.69 10.2 - 
8.03 10.25 

_._ _- _.. 
_.. - _. 

7.16 I I  
8 33 10.1 (Bp) 
8.22 1n.z .- _. -. -- -. 

8.R 10.75 
8 . 1  10.46 
8.27 10.25 

37 . . .  ... 35 

- ~ 

5251 IZOR-A 
54.36 IZ~O~-AIP 
4899 1uO6-YE 
46.55 uO7-A 
50.02 WO6-A __ -_ .- 
42.8 IZM-YE 
50.1 OWOR 

47.911 3109-A 

50.67 IuOL-A 
51.37 9106-YE 
55.79 IuOJ-A 
41.85 W6-YE 

41.75 * IuOR-A 

.- -- 

- 
.- -_ 

41.54 lZO7-YE 
6.49 (11) W F Y E  

12/06 -. - __ 
50 IUIl6-A 
48 6,419-A 

5R78 dl07-YE 
(15) IUOI-A 

504 I2/01d 
51 23 12106.YE 

4504 IU116YE 
465 IU06-YE 

47.91 IU06-YE 
51 76 IM6-YE 
47.94 1uO7-A 

(B.16) .- .- 

-_ 
46 9107-A 
50 (17) -- .._ 

IuO7 
425 I W Y E  

.- 
12/01) 

4068 I2/01)-A 
50 lM9-A  

463 IuO7-A 
12m9 

5341 12NW 
5177 Iut)?. 
J 8 l l  
18.99 

33 

148.4 (Z) 
97.9 (D.2) 
28.3 (D.5) 
6.4 (E) 

32.1 (8) 
2.1 (D) 
23 (8.7) 

425.3 @) 

4.1 (st) 
34.4 
44.9 (Bp.1) 

4 
8.9 
221 (I) 

106.1 (B) 
R7.l 

@.I21 
-20.3 

10 (B.0 
3.8 (I) 

I 5  6 (B,D) 

273.1 (D) 
-2.1 (D) 

22 (D) 
11119 (D) 
73.2 (E) 
20.4 (B) 

130.2 (B) 

167.9 (1.B) 
136.R (B) 

98 @,Gn,EZ) 
-2.7 
13.6 
I21 

32.5 (8) 
0 (B) 

4R (B.IR) 
1Z.R (I,B) 

2,899.4 

42 

& QOrder followed stipulation or settlement by the parties Decbion particulars not necessarib precedentsetting or specifically 
@adopted by the regulatory body 
Bp- 'XJrder followed partial stipulation or settlement by the parties Decisbn particulars not necessarily precedent-settiw or Lpeclfkally adopted by the 
regulatory body. 
D-@Appbes to electrlcdelivery only 
DC-iiQate certain 
E- @Estimated 
Hy-mtiypothetical capbal structure utliized 
I- mlnterim rater implemented prior to the rssuam of final order, normally under bond and sub)& to refund 
M- B'Make-whole" increase based on return on equity or overan return of prevlou~ case 
P- Wartmi indurmn of CWlP m rate bare without AFUDC offset to income 
R- BRevked 
Tr- mApplier to electrr transmission only 
YE-Uifear-end 
2 mate change implemented #n muhlple steps. 

f f i p i t a l  structure Includes cost-free items or tax credit balancer at  the overall rate of return 
(1) BRate increase effectwe retroactive to 1/1/07 
(2) BRate increase effective retroactlve to 6/16/07 
(3) @Represents initial revenue requtrernent for the newly established company. 
14) M a t e  increase results from a limited issue reopening of a case initially decided on 1/19/07 
(5) Mate increase effective 2/20/08 
(6) QXOE applles only to  a proposed 200-MW wind generation facility, and Is applicable over the 25 year depreciable life of theBproiect 
(7) @Fate increase effective 5/1/08 
(8) mROE applies only to a proposed 585-MW mal generation facility, is applicable for AFUDC and CWlP purposes and over the f l r s t l l 2  years ofthe plant's 
commercial operation, and Includes a 100-basis-polnt lncentve premium 
(9) whe 8 1% ROR utilized m the company's case decided on 2/28/08. was Incorporated Into this proceeding 
(101 BROE applies only to a proposed 108-MW wind generation facility, and IS applicable over the 20 year depreciable lde of the Bprqect 
(ll)mS0bbasIrpolnt premium for demand-side management investments 
I121 mtase abated bvComrnirrion at companyrequest 
(13) @Rate reductmn ordered In mnJunction with the authorization of a new five-year alternative regulation plan 
(14) rSOrder noted that an ROR of 7 04% IS implied In the approved settlement 
( Iq lMatanf  r R h l m u l ~ ~ n n t r n I r ~ , r a  h t h k  nrnrpellrna Th.allthnrLred ratech-p ~nmmoratadth~  In7nrr~lvnM~niti~laq~nssrnf 
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222.7 (7J 
55.3 (D.8) 
14.2 (B) 
12.5 (B) 

51) (8) 
48.3 (6) 
12.7 (B) 

115.1 (D) 
173.3 (8) 

139.4 (I) 
5.5 (8) 

17.8 (B) 
3.1 (I.Z,E) 

l i . Y  (D) 
315.2 (8) 

5.5 (B) 
314.7 (B) 

6.5 (B) 
11.5 (B) 
85.8 
58.6 

11.9 
6.4 

18.2 

7.5 (0) 

91.1 (n 

11.1 (Bp) 

237.9 (BZ.11) 

5.197.3 

A-mAVuage 
U Wrderfdlowed sttpuiatlon or settlement by the partler Decision parUcularr notnecessanly precedent-retting or Qkpdfically adopted by the 
regulatory body 
,tip- Wrder followed partial rbpulatlonor settlement by the partlei Dearion psrUclllars not necesrarlly precedent-rettmg cwlOrpedfically adapted by t 
regulatory b d y  

DC-mate cemn 
E-OEstimated 
I-mlnte~Im rates Implemented prior fothelsruanceaffinal order, normanyunder bondand subjectto refund. 
M-WMake-whole" increase bared on return on equity or nwerall return of previous care 
R- UlRevlred 
YE- Wear-end 
2- mRate change implemented In mubple steps. 
* IKapltal structure lnduder costfree items or tax credlt balancer at the overall rate of return 
(1) mRecovery of an addifion4 $22.1 mlllion authorized through adjustment mechanisms. 
(2)~~ondyeardlrtrlbuticn rate Inweam of about $19 million authorized bared on a 7 76% ROR 
(3)mAdopted ROE appllesonlytothe capany'r proposed649 MW, mal flred Sutherland Unit4 plant The mmpanylbubrequently cancelledplilm to 
( o n h c t  the plant 
(4) Komrnirrlon declrlon modlfled a settlement Rewvery of an additha1 $22 5 million authorized through trackmg hechanirms 
(5) Blndluted rate increase indudes a $46 7 mlllmn bare rate increase offret by a net $16 2 mlllion decrease in revenuer tollected under certam ride, 
(6) mlndluted rate increase Is retroadve te January 1,2009 and reflectsthe one time refund of a $72 5 mmllion overcolledionmf porl-retlrement 
benefits otherthan pension cosw Addnlmd nts mcreaser of $205 3 million and $219 mllllon Wthorized for 2010 and 2011, iespectlvely Rate of 
return was not an issue lnthb case 
(7) mate changer effcdrve June t 20W 
(8)mAvthoniedretvrnparametenapplyonlytothe 120 150 MW,gar-fired Mill Creekgenerating plant. 
(9) mRate mcreaie assoaated wrth vmplementatlon of advanced metering Infrastructure Return parameters are those Ii?adopled In the company's 
ureviws rate care 

D- mappl,*r to ekrtnc delivery only 

e 



2010 Msior Electric Rate Case Sulnrnarv front Reeulatorv Resenrrh Associates 
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2011 Maior Electric Rate Case Summarv from Reeulatorv Research Associates 

TwiVcsr& && 
str. - & M i &  

EeB 
2h 

8.17 
8.77 
7.86 
7.61 
6.51 
9.9 

7.63 
a.21 - 
8.16 
8.76 
8.X 

1.81 
7.36 
8.58 
8.61 
8.39 
7.29 
8.41 
8.41 

8.51 

8.74 
7 22 
5.93 

- 

- 
- 

I 

8.13 
7.93 

8.41 
7.94 
8.11 
8.14 

8 

- 

- - 
- 

7.24 
6.59 
7.82 

7.78 
1.97 

6.25 
6.98 

- 

- 

8.53 
I52 

% 
in.is 
10.3 
10.3 
IO 

9.3 
10.13 
9.6 
IO 

10 
12.3 
12.3 

9.8 
IO 
10 

10.74 
9.67 

10 
IO 

10.5 

111.75 
9.2 

9.95 

10.2 
9.2 

10 
IO 

10.35 
10.25 

10 

- 

- 

in.* 

- 
- 

- 
- 

- 
- - 

10.3 

10.9 
10.5 

10.9 
IO 

10.3 - 
10.2 
10.2 
99 

10.4 
8.17 (8) 10.19 (8) 

I - - 
- - - 

781 - - 
7.95 10.22 
8.11 10.15 

OBSERVATIONS 41 41 
FOOTNOTESJ 
A4A"e-a 

45.84 m u m  
58.06 IUII-A 
51.65 IUII-A 
51.52 3lW-A 

48 12III-A 
45 3 I W Y E  

50.1 IUn9-YE 
45 IWM-YE 

311 I 
55.81 I m - A  
49.37 311 2-A 
49.37 3Ii2-A 

12109 
49.1 Hy 12109-A 
42.2 luO9-A 
46.3 IU)B-YE 
51.1 IuO9-A 

45.45 - 
43.16. m9.n 
46.58 12/09-YE 
46.58 IM)CYE 

47.28 IM9-YE 

53.14 12/10 

IU11-A 

61119 

48 6112-A 
34.9 I ~ . Y E  

5 2 . ~ 4  311n.y~ 
12110 

42.88 12IO9-YE 

11.28 oiu-YE 

47.74 12109-A 

52.3 IUI I -A 

- 
51.9 6112 

40 oin-yE 

IUIU 
611 I-YE 
1112 

53.37 IUIO-A 
40.26 3112-A 
42.69 IUI0-M - 
50.64 (E) 5lII-DC 
53.79 (E) 5111-DC 

45.14 ' 12/12 
46.53 6/1O-yE 
49.1 12110-A 

12.59 IY12-A 
44.38 IUIO-YE 

- 

lull - 
IUI I 

47.97 
47.87 

40 

30.3 (B) 
8 

21 
164 (1.D) 

119.3 (D) 
8.3 (D.E.Hy.l) 

16.8 (D) 
14.7 (D.Hy.2) 
45.7 (D,B) 
66.4 (13) 

13.8 (1.4) 

33.5 

34.8 

44.7 (1.3) 

52.5 (6.2) 

119.1 (B) 

5 (1) 

35.7 (!a) 
29.8 (RZ) 

6.6 (D.I.B.2) 
28.6 

698 (B.Z) 
155.7 (D) 
18.7 (B) 
1.6 (8) 

26.6 (D) 
118 (6) 

12.2 (D,B) 

3.3 (D) 
2.6 (B) 

72.1 (B) 
Ill (8) 

173.2 

8.4 (1.R) 
136.7 (D.Hy.6) 
61.3 (a) 

2.8 (B) 
52.8 (5) 

0 (6) 
6 6  (8) 

187.5 (R) 

( R  
11 (D.B) 
11 (0.B) 
XI  (6) 
4 (6) 
7 (B) 

55 I - 

10.5 
12.2 

1.58.6 
35.6 (9) 
13.5 (6) 

34 (E) 
2853.5 
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: 
~BdK)rderfallowedstipulation or settlement by the parties. Dedrlon particulars not necessarily precedent-setting or rpeclfiQlly8adopted by the regulatow 
jbody.81 
ICWIPffinstruction work In prcgrerQ 
~DWppiies toeleaticdel iveryonl~ 
/DC-mDate cerlald 
!E-ZtEstimatedm 
;Hyaiypothetlcal capital Itructure utilized3 
.Ianterlm rater Implemented prior to the iswmce of final order, normally under bond and subjectto refundl 
jWMake-whole" rate change bared on return on equity or overall return authorized in previous carem 
,YEQFlear-en~V 
;2da(ate change implemented in muitlple rteprdl 
j*Kapit.l structure includes mst-free items or tax credn balancer at the werail rate of return.M 
j(l]mlhe approved stipulation also calls for a $2 million tranrmirrlon rate Increase bared on the same return parameters asth€Utj8.3 million distribution 
lincreare. ConsoquenUy, the aggregate Increase was $10.3 millondl 
~(2)Kommirsion declrion also required il$12.2 million tmnsrnission rate decrease. Thus, In aggregate, rates were increased by12.5 million.Gi 
i(3)mProceeding is annual update to Rlder 5 through which the mrnpany i s  permitted to remgnlze incremental Investment In Wlrglnia City Hybrid Energy 
:Center. The requested ROE i s  quo1 totha 11.3% bars ROE adopted by the Commission in the bmpanv 's  mort recent base rate case, plus a 100-basirpoinl 
iadderar approved byUHCommlrrlo~,whenit~Rnfadtho~mpa~~certlcateof~nvenlencewd necenityfortheplant.TheROEprcmium Istorernail 
jeffectlve through the first 10 weam of the plant's useful life. 0 
i(4)mPmceeding is annual update t o  Rider R, through which the company ii permitted to reccgnbe incremental investment In Bearnarden generation farillq 
i h  requested ROE Is equal to the 11.3% bare ROE admptad by the Commission In  the company'rhost recent bare rate case, plus a 100-barirpoint adder I 
lappmwd by the Commission, when It granted the company a kertificate of mnvenience and neoerrlty for the plant The ROE premium is to remain effectiv 
'through the first 10 years of the EIplantt useful life. 81 
i(5)mauthorized rate increase represents a cunent cash return on incremental V.C. Summer nuclear plant CWIP. The inoeassIxncorporater a previously 
'authorlied 11% ROE and incremental CWlP ofS436.7 million as of 6/3O/ll.O 
j(6)UCampany requested no chan.ge in bare rater for 2012 ifthe Commission idapted certain mmpany proposals. The Commission @adopted the pmposalr.81 
! ( 7 ~ r n m i r d o n  determinedthat fwthe mmpany'r next biennial review period, which will mver 2011 and 2012. a 10.9% ROE will Bbpply. This ROE includes 
'10.4% bare ROE and a 50-baris point premium for achieving cetbin voluntary renewable portfolioEtargetr. 13 
!(s)(sRefle& blended returns after consideration of Incentives. Without Incentives, a 10% ROE and an 8.09% ROR were authorized. 
;(9)5lhe authorized $35.6 million rate increase reprerentsthe recovery of a cash return on incremental 2012 CWlP and a mpreliminary true-up of the cash 
!_l...__ _" In,. ,-w#m'-~--..S#"-.b I,..<._ 7 ,....A a .~-4-*.b- -I----.,. ,-4.l-.i.^L. ---. L A  I-.._I--- -- ..-I.. ___.I__ .̂.--.I- S I .  T.- - *.-4 .-4 



Eshibll hge KCH-13 7 d 7  

Commnv IStrIt) 
1/3/2012 Appalachian Power (VA) 

lllW2012 PacifiCorp (ID) 
1/25/2012 Dukc Encrgy Carolinas (SC) 
1/27/2012 Duke Energy Carolinas (NO 
m o l 2  VirginiaEleccricand Powr(VA) 

2/1%2012 Indiana Michigan Power(M0 
2/23/2012 Idaho Power(0R) 
2/22/2012 FloridaPower (Ft) 
2/27/2012 Gulf Power @'I,) 
2/29/2012 Noahcrn Stalcs Pmvpr-Minnesola BID) 
3/16/2012 Virginia Electric and Power (VA) 
3/20/2012 Virginia Elccoic and Power (VA) 
mnon NomhWeRem COW. (M 
3R3ROIZ Virginia Elcetdc and Power (VA) 
3/29/2012 Nomhcm States Power-Minnesota (MN) 
3 ~ o n o 1 2  pacificolp OVA) 
4/4/2012 Hawnii ElectricLight Company (HI) 

4/18/2012 WestarEnergylKYlsnrGna&Elcc (KS) 
4/26/2012 Public Service Co of Colorado (CO) 
5N2012 Maui Elecvic Company (HI) 
5/7/2012 Puget Sound Energy (WA) 

5/15/2012 Arizona Public Smice (AZ) 
5/18/2012 El Paw Electric Cng 
5/29/2012 Commonwvcalth Ed- (IL) ' 

WI2012 Consumers Encgy 
6/14/2012 Orange and R&Iand Utilities 0 
6/15/2012 Wisconsin Porvcr and Light Wl) 
6/1W2012 Cheymnc Ligh!, Fud and Power 0 
6/19/2012 Nomhcm State Power-Minncrota (SD) 
6R6ROI2 Wiwnsin Electric Powvcr(M1) 
6/29/2012 Hawaiian Elcctric Company (HI) 
6/29/2012 Idaho Powcr(lD) 
7/9/2012 Oklahoma Oar P flssuic (OK) 

7/16/2012 PacifiCorp 0 
7/20/2012 Dclmawa Power & Light WD) 
7/2W2012 Potomac Eloctric Power WID) 
9/13iZ012 EntcrgyTcxasM 
9/19/2012 Amcmn Illinois (IL) 
9/19/2012 PacifiCorp (UT) 
9/20/2012 Idaho Powr  (OR) 
9/26/2012 Potomac Electric Power (DC) 
9/26/2012 South Carolina Electric &Gar (SC) 

2012 YEARAVERACESlTOTAL 
MEDIAN 
OBSERVATIONS 

BsB g2.E 
- % y? - 114 

8.1 10.5 
8.11 10.5 
8.77 11.4 
6.04 10.2 
7.76 9.9 

6.39 10.25 - 10.4 
9.03 12.4 
8.48 11.4 

8.48 11.4 
8.32 10.37 
7.74 - 
8.31 10 

8.08 10 
8.15 IO 

8.33 I O  

8.16 IO.05 
6.7 10.3 

7.61 9.4 - 10.4 
7.59 9.6 
7.79 9.25 
6.35 10.1 
8.11 I O  

- 10.2 
1.67 9.8 
7.56 9.8 I 
7.96 9.3 I 
8.27 9.8 
1.86 IO.05 
7 68 9.8 
7.76 _- 
8.03 9.5 
8.75 - 
7.94 30.22 
8.06 10.05 
32 33 

- - 

- - 

- - 

- - 

7.8 9.1 

- I 

- I 

Common Ea, 
as %Can. Test Year & 
& - 2/13-YE 

12/10 - 
53 IUIO-YE 
53 IUIO-YE 

53.25 V I 3 4  
42.07 ' IUI2-A 
49.9 IUI I -A 

38.5 IU12-A 
- - 

- 12/11 
53.25 3/13-A 
53.25 3113-A 

53.25 3/13-A 
5256 12/11-A 

55.91 IUIO-A 

- A 

- lZ/lO 

- 3/11 
56 - 

56.86 IUIO-A 
48 (Hy) IUIO-A 

53.94 IUIO-YE 

46.17 IUIO-YE 
4207 9112-A 

48 6/13-A 
49.31 IU13-A 

54 WII-YE 
53.04 iWI0-A 
43.51 ' 1U12-A 
56.29 W11-A 

- 9/1 I 

- l W l 2  
- IUIO-YE 

52.1 3113-A 
50.06 W11-A 
50.13 12/11-A 
49.92 OII-YE 
51.49 W10-YE 
52.1 5/13 

- W11-A 
49.23 911 I-A 
54.2U 6/12-YE 
50.79 
52.1 

31 .. ..... .. .. .. . . ..... ....... .. . ... . ... ...................... ..... ... .. .. ... . . ... . 

!Ai?$!veragGi 
!BWrder  followed stipulhtion or settlement by the parties. Declrion partlculars not necessarily precedent-setting or specifically 
'bdopted by the regulatory body.8 
jCWIP-nstruction work in pragresd 
/DWtpplies toelectric delivery o n w  i WEstimatedB 
iHydiHypothetical capital structure utilizedm 
Il-Blnterlm rates Implemented prior to  the issuance of final order, normally under bond and subject to refundB 
iVE%Year-endB 
iZBlRate change implemented In multiple stepsdl 
!*@Capital structure includes costfree items or tax credit balances at the overall rate of re turns 
i(l)mRate increase authorized through a generation riderladjustment clause.8 
i(2)whe approvedfstipulated $368 million base rate increase Includes $51 million that the company is to  defer until its next rate Bfcase. representing a cash return 
ion construction work in pmgress.m 
i(3)Wncrease authorized through a surcharge, Rider W, which reflects in rates the investment in the Warren County Power Stationbnd associated transmission 
:facilitiesB 
;(4)@PSC adopted a settlement that addresses base rates and issues related to the company's nuclear plants. Effective January 12013, the company is to increase 
.base rates bySl.50 million, and base rates would then be frozen through 2016, except asbthetwise provide for by the sett1ement.B 
:(5)8lncrease authorized through a surcharge (Rider B) related t o  generation conversion project investments.B 
:[6)8Rate change approvod through surcharge (Rider R) related to  the Bear Garden Generating Stat ion l  
1(7iIiCase is a limited-Issue rate proceeding, coverins NorthWestern's incremental investment in  the Dave Gates (formsriy Mill RCreek) generating faciiity.8 
i(8li3lncrease authorized through a surcharge, Riders, associated with the Virginia City Hybrid EnergyCenter.l 
1(9pAuthorired base rate increase is 8104.3 million after the transfar to bare rates, from a rider, ofS54.3 million ofcertain Wknvironmental compliance costsfl 
:(lOmpproved Jolnt Prowsal Includes three-year rate plan specifying $19.4 million, $8.8 million, and $15.2 million rate increases, @based upon 9.4%. 9.5%. and 
!9.6% ROES, respectiveiy. A levelired plan was adopted, whereby rates In each of the three years &re t o  be increased by $15.2 million.8 
;(11)OPK adopted the company's proposal to  freeze base rates for 2013 and 2014.8 
'(12)mRate increase excludes amounts being recovered through the company's alternative regulation framework.l 
i(l3)EKhe rate increase raflects the recovery of the company's investment in the Langley Gulch natural gas-fired combined cycle Elpiant. The rate request and 
jauthorization are premised upon the 7.86% overall return authorized in the company's last ratekase that was decided on 12/30/31l 
;(14)mhls proceeding Is a formula rate plan (FRP) fiting made pursuant to  legislation that requires the state's large electric utilities Blto invest specific amounts in 
;their transmission and distribution systems, with recovery of these investments to  occur in annualBYRP proceedings, subject to  Commission approval l  
i ( l5)whe rate increase reflects the recovery of the company's investment in the Langley Gulch natural pas-fired combined Rcycle plant. The rate request and 

i"U!!?LhOl!??!!9!!.a'e !?!K?!S?!. uP??the?,9%ROEa?d,1.75!%ROR ?uth?!!?dl",!he ~ . m p a n ~ s ~ ~ s t . r a t e . c ? s e  th.t.w?5.decided.Q?..u?3/12.~ .. ... .. .. .. . , ,... , .. . .. 

34 (B.Z) 
923 (6) 
368 (B,Z) 
34.1 (3) 
14.6 (B) 

1.R (B) 
I50 @,4) 

68.1 (l,Z) 
15.7 @.In 
6.4 (5) 
4.3 (6) 
39.1 (1.2.7) 
46.8 (8) 

4.5 (B) 
4.5 (1.B) 
50 (B.9) 

234.4 (5.Z) 
4.7 (1.6) 

0 (B) 
-I5 (5) 

-168.6 (D) 
118.5 ( I )  

72 9 (B,I,z) 

63.3 

19.4 (B.D.10) 
0 (11) 

2.7 (B) 
8 (1) 

9.2 (I) 

58.1 (13) 
4.3 (6) 
50 (B.Z) 

43.1 (l.B.12) 

11.3 (0) 
18.1 (D) 
27.7 

48.1 @,14) 
154 (B,z) 

3 (15) 

52.1 (lfi) 
24 (D) 

1699.3 

42 



EXHIBIT KCH-14 



AECC New Corporate Headquarters Building Return Adjustment 

FERC 

Account Derer$tion - 
Sh&Impr-EN-Downtown 390 

Comm Eq-AZ-Downtown 397 

Software-LN-Downtown Bldg 303 
Land-Downtown 389 

Computer Eq-Downtown 391 

Misc Eq-Downtown 398 
Total 

ACC Jurisdiction Return Adjus tma ($1,440,215) 
Gross Revenue Conversion Faclor 1.6590 
Revenue Requirement Impact ($2,389,251) 

ACC Jurisdiction 

Average 2012 

Net Book Value' 
38,178 

6,249.252 
50,659,615 

9,196,259 
244,600 

35,645 
66,424,148 

ACC Jurisdiction 
Return a t  AECC 

Recommended WACC' 

7.2082./. 
2,795 

450,459 
3,651,651 

662,886 
l7,63 I 
2,569 

4,781,992 

A C C  Jurisdiction 
Return a t  2012 

Average Cost 01 Debt 

5.04oO% 
1,954 

3 14.962 
2,553,245 

463.491 
12,328 

1,797 
3947.777 

A C C  Jurisdiction 
Headquarters 

Return Adjustment 

-2.1682% 
(84 I ) 

(135,497) 
(1,098,407) 

(199.394) 
(5.303) 

(773) 
(1,440,215) 

1. Data Source: Average 2012 Rate  Base Balance derived lrom Attachment to TEP's Response to AECC ll.S(c) (Coufideutial) 
2. Note: AECCrecornmeuded WACC, based on average 2012 capital structure, cost oldebt ,  and A E C C  recornmended ROE. See AECC Exhibit KCH-I, p. 3. 
3. Note: A E C C  recommended cost ofdebt  based OD tbe average ofTEP's  cost ol long term debt om 12/31/11 (actual) and 12/31/12 (projected), reporled in T E P  Srhadiile D. 





Exhibit KCH-15 
Page I of 4 

AECC Adjustment to Remove Renewable Plant Revenue Requirement 
Above the Market Cost of Comparable Conventional Generation 

Line 
- No. DescriDtion Amount 

1 TEP Annual Revenue Requirement for Post-Test Year Renewable Generation $2,117,908 

2 AECC Recommended Disallowance for Costs Above MCCCG (") 50.0% 

3 AECC Recommended Disallowance -1 

I 



TUCSON ELECTRIC: POWER COMPANY’S RESPONSE TO 
AECC’S EIGHTEENTH SET OF DATA REQUESTS REGARDING THE 2012 TEP RATE CASE 

DOCKET NO. E-01933A-12-0291 
December 18,2012 

AECC 18.2 
Post-Test Year Plant - Renexvables - Assume that the ACC detemiiiies that only that portion of 
the S 18.4 million that is not in excess of the market cost of generation is eligible for inclusion in 
base rates. What is that aiiiouxit for the ACC jurisdictioii? Please provide any workpapers 
respoiisive to this request in Excel foriiiat with foniiulns intact. 

RESPONSE : 

Please see TEP’s response to AECC 18.1. iMarket Cost of Comparable Conventional Generation 
(“MCCCG) is not applicable to post-test-year capital expenditures for additional plant. 

RESPONDENT: 

Pricing (David Lewis) and Cmmine Tilghnan 

WITNESS: 

David Hutchens 



Erblhll KCH-I5 
P r g  3 nr l  

TEP Solar  Project 
In Service By December 2012 
Revenue Requirement 

Assumptions 
5,000 System Size W 

$ 4,044 CnstperkW 
$ 20,220,500 Original Cnsr 

20 AssetLife 
50,000 O&M Firn Year 

3% O&M LcalMon Factor 
40% hwme Tax Rate 

7.74% Nominal R e m  

6.64% After-tax Return 
10.99% Pre-WReturn 

Capital Structure: 
54.00% Debt 
46.00% Equity 

Cost of Capital: 

5.18% Debt 
10.75% Equity 

0.00% AZ PTC benetim to ratepayers 

I hServicePenod(l =&dofYear,2=SlartofYear) 
2012 In ServiceYear 

Bwk depraiabon 
Tnxdepreeiation 
Net book basis (end of year) 

Tax basis (end of year) 

ADIT (end ofyear) ((book basis minus lax basis) times tax rate) 

Long-term debt balance (end of year) 
LT Debt Interest 

Rate Base. end of year 

Accum. deprec 
ADIT 
unamortiwl rrc 
Rate Bare. end of year 

Gross plant 

R m u e  Requiremeut 
Canying Cosb 
Book depreciation 
Property tax expense 

O & M  
LkzEe Expense 
AZ F'TC benefit Io ratepayers 
Gmss Revenue Requirement 

I 84.252 
f 10.3 12,455 
s 20,136,248 

I 6.874.970 

S 477,450 

J 4.977,276 

s 20,220.500 
s (84,252) 
s (.5,459.535) 
s (5,459,535) 
S 9.21 7,178 

S 1,012,628 
S 1.01 1,025 
s 
s 50.000 
E 44.255 
s 
s 2.117.908 ( I )  

S 1,411,938.97 (2) 

1) This is the gross yearly Revenue Requirement recoverable through REST 

2) This is the amount recoverable through REST assuming new rates go in to affect September 
2012. (As filed in 2013 REST Budget) 

Source: TEP Attachment AECC I8.4.rlsx 
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Line 
No. 

1 

2 

3 

4 

Derivation of Post-Test Year Renewable Plant Unit Cost 

Descriotion 
TEP Annual Revenue Requirement for Post-Test Year Renewable, Generation 

Size of System @lW) 

Assumed Capacity Factor (YO) 

TEP Post-Test Year Renewable Generation Cost per Unit ($/MWh) 

Source: TEP Attachment AECC 18.4.xIsx 

Amount 
$2,117,908 

5.0 

35.0% 
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TUCSON ELECTRIC POWER CORIPANY‘S RESPONSE TO 
AECC’S EIGHTEENTH SET OF DATA REQCJESTS REGARDING THE 2012 TEP R4TE CASE 

DOCKET NO. E-01933A-12-0291 
December 18,2012 

AECC 18.5 
Post-Test Year Plant - Reiiewables - What is the mal-ket cost of generation. as defined in 
Arizona Administrative Code R14-2-1801 .K, that TEP used for its 201 3 REST 61ing? 

RESPONSE: 

THE FILE LISTED BELOW CONTAINS CONFIDENTIAL INFORMATION AND rs 
BEING PROVLDED PURSTJANT TO THE TERMS OF THE PROTECTIVE 
AGREEMENT. 

Please see AECC 18.5-Confideiitirtl.pdf. Bates Nos. TEP\030175-030176. for the requested 
in formation. 

RESPONDENT: 

Pricing (David Lewis) and Carmine Tilgluiian 

U’ITNES S : 

David Hutcliens 



Exhibit KCII-16 
Page 2 of2 

(CONFIDENTIAL) 

The following Confidential information can be found in Exhibit 6 of TEP’s 2013 Renewable Implementation Plan. 

MCCCG($/MWh) 2012 2013 2014 2015 2016 
Solar PV 
AZ Wind 
Biomass REDACTED 
NM Wind 
Solar CSP 

Source: TEP Attachment AECC 18.5-ConfidentiaLpdf 
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DIRECT TESTIMONY OF KEVIN C. HIGGINS 

INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q* 

A. 

Please state your name and business address. 

Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City, Utah, 

84111. 

By whom are you employed and in what capacity? 

I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies 

is a private consulting firm specializing in economic and policy analysis 

applicable to energy production, transportation, and consumption. 

Are you the same Kevin C. Higgins who pre-filed direct testimony in this case 

on behalf of Freeport-McMoRan Copper & Gold Inc. and Arizonans for 

Electric Choice and Competition (“AECC”)’ on the subject of revenue 

requirements? 

Yes, I am. 

What is the purpose of your testimony in this phase of the proceeding? 

My testimony addresses the topics of cost-of-service, rate spread, and rate 

design. 

What are the primary conclusions and recommendations presented in this 

phase of your testimony? 

(1) TEP’s proposal to use a variant of the Peak and Average Demand 

method to allocate production and transmission plant should be rejected by the 

~ 

Henceforth in this testimony, Freeport-McMoRan Copper & Gold Inc. and AECC collectively will be 
referred to as “AECC.” 
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Commission. This method is rarely adopted by utility regulatory commissions 

because of its structural bias that unreasonably disadvantages higher-load factor 

customer classes. Instead, I encourage the Commission to adopt the Average and 

Excess Demand method, which is used by Arizona Public Service Company 

r A P S )  and Salt River Project (“SRP”), or alternatively, the 4-CP Method, which 

TEP uses to allocate jurisdictional costs. 

To the extent that the Peak and Average Demand method is considered at 

all, it should be a version that is cured of the various analytical flaws committed 

by TEP, as discussed in my testimony. 

(2) I am recommending that rates be spread using an across-the-board 

equal percentage increase for each of the major customer classes, subject to a 

number of qualifications. The equal percentage increase should be calculated 

using present revenues equal to current base rates plus the Forward Component of 

the 2012 PPFAC, as this is most representative of current going-forward rates. 

Within the LGS and LLP classes (including Mining), I am recommending 

retaining the same relationship between time-of-use (“TOW) and non-TOU rate 

schedules as proposed by TEP. 

To the extent that the final overall rate increase in this case is less than 10 

percent, the Commission should give consideration to allowing the 

ResidentiaULighting percentage rate increase to be somewhat above the system 

average and the SGSLGS rate increase to be somewhat below the system 

average, based on cost-of-service considerations. For every one percentage point 

that the SGSLGS percentage rate increase is set below the system average, the 

Residentiamighting increase would need to be 0.91 percentage points above the 
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system average. The remaining classes should continue to receive the system 

average increase. 

(3) TEP’s proposal to establish a 100 percent demand ratchet should be 

rejected. Rather, the demand ratchet be set at 75%. This is midway between 

TEP’s proposed 100% ratchet and the 50% ratchet currently in place for the LGS 

and LLP-TOU rate schedules. A 75% ratchet balances the need to compensate 

the Company for year-round expenses with reasonable variability in a customer’s 

usage. 

(4) TEP’s proposal to abandon the price signal to shift capacity usage to 

off-peak periods should be rejected. Instead, TEP should be required to retain the 

current rate design in which the demand charge is limited to the on-peak period 

and incremental off-peak demand charges are not incurred until the off-peak 

demand reaches 150% of the on-peak billing demand. Moreover, the same 

pricing relationship between on-peak and incremental off-peak rates should be 

retained and the definition of the weekday on-peak period (as applicable to on- 

peak demand) should remain unchanged. 

(5 )  TEP’s proposal to flatten the base power rates for TOU customers in 

the LGS and LLP classes (LGS-85N and LLP-9ON, respectively) should be 

rejected. Rather, the rate design should retain the current price signal for 

customers to shift energy usage to the off-peak periods, as discussed in my 

testimony. 

(6) The structure of the unbundled portion of TEP’s proposed tariff 

suffers from ambiguity, inconsistency, and numerous typographical errors - even 

in the corrected version of the tariff that was filed August 17,2012. It does not 

HIGGINS / 3 
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meet the minimum standard of a well-structured unbundled tariff. I recommend 

that the Commission order TEP to re-file the unbundled sections of its tariff in a 

manner that responds to the issues I discuss in my testimony, which includes 

clearly delineating all unbundled rate components by function. 

(7) TEP should be required to restate its proposed energy charges for 

distribution service as demand charges for demand-billed classes. 

(8) TEP’s proposed relationship between delivery charges and generation 

capacity charges in its unbundled tariff would unreasonably thwart direct access 

and should be rejected. Instead, TEP should be ordered to re-file its unbundled 

rate components such that the relationships among the functions correspond to the 

underlying cost relationships using the cost-of-service methodology approved by 

the Commission in this case. 

(9) TEP should be ordered to state clearly in its tariff that customers taking 

service at 138 kV or above are not subject to the Delivery charges stated in the 

unbundled portion of the tariff. 

(1 0) I recommend that the Commission approve TEP’ s proposed 

interruptible tariff, Rider 5-ISCC filed in Docket No. E-01933A-07-0402, but 

with the removal of the “shared savings factor” and subject to the modifications 

recommended in Exhibit KCH-29 of this direct testimony. 
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COST OF SERVICE 

Q. 

A. 

What is the purpose of cost-of-service analysis? 

Cost-of-service analysis is conducted to assist in determining appropriate 

rates for each customer class. It involves the assignment of revenues, expenses, 

and rate base to each customer class, and includes the following steps: 

Separating the utility’s costs in accordance with the variousfunctions of its 

system (e.g., generation [or production], transmission, distribution); 

CZassifLing the utility’s costs with respect to the manner in which they are 

incurred by customers (e.g., customer-related costs, demand-related costs, and 

energy-related costs); and 

AZZocating responsibility for the utility’s costs to the various customer classes 

based on principles of cost causation. 

Q. 

A. 

What is the role of cost-of-service analysis in setting rates? 

Each of the three steps above has an important role in the ratemaking 

process. If rates are unbundled by function, as they are in Arizona, then 

separating the utility’s costs by function is important in determining which costs 

are generation-related, transmission-related, and distribution-related. 

The classification of costs is critical to the rate design process, Le., in 

determining the proper customer charge, demand charge, and energy charge for 

each rate schedule. 

Finally, the allocation of costs to customer classes is important for 

determining revenue apportionment across customer classes, also called “rate 

spread.” In determining rate spread, it is important to align rates with cost 

HIGGMS / 5 



1 

2 

3 

4 

5 Q* 

6 

7 A. 

8 

9 

10 

1 1  

12 

13 Q. 
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causation to the greatest extent practicable. Properly aligning rates with the costs 

caused by each customer class is essential for ensuring fairness, as it minimizes 

cross subsidies among customers. It also sends proper price signals, which 

improves efficiency in resource utilization. 

What approach has TEP used for allocating generation plant costs between 

TEP retail customers and FERC-jurisdictional customers? 

As explained in the direct testimony of TEP witness Craig A. Jones, TEP 

uses the 4-Coincident Peaks (“4-CP”) method for allocating generation plant costs 

between its state and federal jurisdictional loads. The 4-CP method allocates 

fixed production costs based on the average of system peak demands in the four 

summer months, which is when TEP’s production capacity requirements are 

determined. 

In your opinion, is the 4-CP method appropriate for allocating TEP’s 

jurisdictional generation plant costs? 

Yes, it is. TEP’s maximum system demands are driven by summer usage. 

Given the characteristics of TEP’s system, the 4-CP method properly aligns the 

allocation of the Company’s fixed costs with cost causation. As noted by Mr. 

Jones, the 4-CP method is also accepted in TEP’s cases before FERC. 

Does TEP also use the 4-CP method for allocating generation plant costs 

across its retail customer classes in this case? 

No. For allocating costs across retail customer classes, TEP uses a variant 

of the “Peak and Average Demand” method, which Mr. Jones refers to as the 
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“Average and Peaks” method. TEP also uses this method for allocating 

transmission costs. 

Are you familiar with the Peak and Average Demand method? Q. 

A. Yes. The Peak and Average Demand method is classified in the NARUC 

Cost Allocation Manual as a “Judgmental Energy Weighting” approach. 

According to this method, fixed production cost is allocated based on a 

combination of each class’s share of coincident peak demand, as well as each 

class’s share of energy usage. In applying this method, class energy consumption 

is typically expressed as “average demand,” which gives rise to the term “Peak 

and Average.” (Average demand is simply annual energy divided by the number 

of hours in the year.) 

In your opinion, is the Peak and Average Demand method appropriate for 

allocating TEP’s generation and transmission plant costs? 

Q. 

A. No, it is not a reasonable methodology. The Peak and Average Demand 

method has a problematic construction in that average demand is already included 

in peak demand and is thus counted twice in the allocation of costs. This double- 

weighting results in an undue bias against higher-load-factor customer classes in 

the allocation of costs. For this reason, the Peak and Average Demand method is 

rarely approved by utility regulators. In fact, a proposal to use this method was 

recently rejected by the Public Utility Commission of Texas, which found an 

alternative methodology, the Average and Excess Demand method, to be more 

“Peak and Average Demand” is the nomenclature used in the NARUC Electric Utility Cost Allocation 
Manual. 
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1 ~uitable.~ This decision by the Texas commission is consistent with earlier 

findings by the Arizona Corporation Commission. 2 

Q. Has the Arizona Corporation Commission previously expressed concern with 3 

the Peak and Average Demand method? 4 

A. Yes. In Decision No. 69663 issued June 28,2007, the Commission 5 

addressed a proposal to use the Peak and Average Demand method in the Arizona 6 

APS rate case, rather than the 4-CP method used by APS. The Commission 7 

stated: 8 

We agree with Staffthat an energy-weighting method for allocating production 
plant is appropriate for APS. However, we are not convinced that the [Peak and 
Average Demand method] should be adopted. AECC’s recommended Average 
and Excess Demand method would eliminate the criticism that the average 
demand is being counted twice. [Decision No. 69663, p. 70, line 27 - p. 71, line 
2.1 

9 
10 
11 
12 
13 
14 

Subsequent to this Commission decision, APS has used the Average and 15 

Excess demand method to allocate production plant in its rate case filings. 16 

Similarly, SRP uses the Average and Excess Demand method to allocate 17 

production plant as part of its pricing processes. In neighboring states, the 18 

Average and Excess Demand method is also used by Public Service Company of 19 

Colorado and El Paso Electric Company in both New Mexico and Texas. 20 

When asked in discovery, TEP was unable to identify any other electric 21 

utility in the United States that has proposed this method except its affiliate UNS 22 

Ele~tric.~ This response is not surprising. With the exception of TEP’s small 23 

affiliated company, I am not aware of any electric utility in the western United 24 

PUC Docket No. 39896, ALJ Proposal for Decision (July 6,2012), PUCT Order (Sep. 14,2012). 
TEP’s Response to AECC Data Request 2.05. 
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States that uses the Peak and Average Demand method to allocate production 

plant. 

Please explain the structural bias in the Peak and Average Demand method. 

We can use a simple example to illustrate the Peak and Average Demand 

method and its structural bias. Assume we have two customer classes: Flat and 

Peaky. To highlight the underlying drivers of the Peak and Average Demand 

method, let us assume that the Flat class has a constant load of 500 MW 

throughout the year. Let us further assume that the load pattern of the Peaky class 

is as follows: January-March: 300 MW; April-May: 500 MW, June: 700 MW, 

July-August: 800 MW; September: 700 MW; October: 500 MW; and December: 

300 MW? This example is illustrated in Figure KCH-1, on the following page. 

For ease of exposition, I assume that the load of the Peaky class is constant over the duration of each 
month at the assumed load level. This simplifying assumption does not alter the conclusions in the 
example. 
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Figure KCH-1 

Peak and Average Demand Method: Illustrative Example 

ePeaky Class :::I 
1,300 

1,100 

All oapacicy abovethis level is 
rMbutaMe 100% to the Perky Class, 

butdOS is 
Flat Class u 

Jan Fob Mar Apr May Jun Jul 
- 
Aua Sap Oct NOV Dec 

Figure KCH- 1 shows the monthly demand of the Flat class at the bottom 

of the diagram. The monthly demand of the Peaky class is stacked on top of the 

Flat class’s demand, such that the sum of the two constitutes the total demand for 

the system. The average demand of each of these classes is 500 MW,6 resulting 

in an average demand for this two-class system of 1000 MW. Accordingly, the 

Peak and Average Demand method will allocate each of these classes 50 percent 

of the responsibility for the average demand portion of costs. 

The system peak demand averages 1250 MW in the four summer months, 

June through September. It is clear in this example that all of the incremental 

For simplicity we assume that the duration of each month is 1/12 of a year. The varying durations of 6 

each month actually causes the average demand of the Peaky class to be slightly higher - 50 1 MW. 
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capacity required above the system average of 1000 MW demand is attributable to 

the needs of the Peaky class; the load of the Flat class is, of course, flat. But the 

Peak and Average Demand method will 

incremental capacity to the Peaky class. Instead, it will allocate these incremental 

costs in accordance with the share of each class’s demand during the peak 

summer  month^;^ that is, the Flat class will be allocated 40% of the incremental 

cost (500 MW/1250 MW) and the Peaky class will be allocated 60% of the 

incremental cost. Put another way, even though &l of the Flat class’s usage 

during the summer has already been accounted for in the allocation of average 

demand, the Flat class will be allocated an additional 40% of the costs of the 

incremental capacity above system average demand when the summer peak 

demand is apportioned. This additional allocation occurs because the Peak and 

Average Demand method allocates capacity costs based on total demand during 

the summer - not just the excess above average demand, even though average 

demand has already been fully allocated in the first step. This additional 

allocation is the double-weighting to which I referred previously in my testimony. 

In my opinion, this double-weighting amounts to a serious analytical bias in the 

Peak and Average Demand method. 

On page 20 of his direct testimony, Mr. Jones suggests that TEP’s proposed 

method for allocating production costs was approved by the Commission in 

TEP’s last general rate case. Do you agree with this statement? 

allocate the full cost of this 

The use of the four summer months to allocate the peak component is consistent with the approach 7 

adopted by TEP. 

HIGGINS / 11 
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No. This statement is incorrect. TEP’s last general rate case took place 

during 2007 and 2008. Mr. Jones did not become a TEP employee until 

November 2009, and thus, did not participate in that proceeding, whereas I did. 

In the Company’s last general rate case, TEP proposed that the Peak and 

Average Demand method be used to allocate production costs, but the Company’s 

proposal was strongly opposed by AECC, the Department of Defense, and 

Kroger. In addition to TEP’s proposal, production cost allocations based on the 

4-CP and Average and Excess Demand methods were introduced into the record 

and advocated by other parties. Ultimately, most parties to the case (including 

AECC, the Department of Defense, Kroger, and TEP) entered into a settlement 

agreement that was approved by the Commission in Decision No. 70628. In that 

decision, the Commission approved an across-the-board 6 percent rate increase 

for all customer classes (except low income customers) recommended by the 

settling parties. Significantly, nowhere in the settlement agreement is there any 

mention - let alone endorsement - of TEP’s proposed production cost allocation 

methodolow. Indeed, AECC would not have agreed to a settlement agreement 

that provided such an endorsement. Similarly, Decision No. 70628, which 

approved the settlement agreement, makes no mention whatsoever of TEP’s 

proposed production cost allocation method. Simply put, TEP’s assertion that the 

Commission approved the Company’s production cost methodology in the last 

general rate case is without any support in the record and is without merit. 

Does the Average and Excess Demand method used by APS and SRP avoid 

the double-weighting of average demand costs? 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

A. Yes. The Average and Excess Demand method avoids the problem of 

double-weighting while using the same allocation treatment of energy, or average 

demand, as the Peak and Average Demand method: the difference is in the 

treatment of the incremental capacity requirements above average demand. 

The Average and Excess Demand method is described in the NARUC 

Manual in its section entitled “Energy Weighting Methods.’’ This method has the 

virtue of meeting the Commission’s stated objective in Decision No. 69663 with 

respect to allocating a portion of production plant based on energy. As stated in 

the NARUC Manual, this method “effectively uses an average demand or total 

energy allocator to allocate that portion of the utility’s generating capacity that 

would be needed if all customers used energy at a constant 100 percent load 

factor.”8 At the same time, the incremental amount of production plant that is 

required to meet loads that are above average demand is properly assigned to the 

users who create the need for the additional capacity. 

How does the Average and Excess Demand method apportion responsibility 

for incremental production plant that is required to meet loads that are 

above average demand? 

Q. 

A. The Average and Excess Demand method allocates the cost of capacity 

above average demand in proportion to each class’s excess demand, where excess 

demand is measured as the difference between each class’s individual peak 

demandg and its average demand. By focusing on excess demand, this method 

* NARUC Electric Utility Cost Allocation Manual, January 1992, p. 49. 

NCP.” 
A class’s individual peak demand is often referred to as “Class Non-Coincident Peak Demand” or “Class 
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avoids the double-weighting of average demand that occurs in the Peak and 

Average Demand method. 

How would the Average and Excess Demand method allocate the capacity 

above average demand in your illustrative example? 

Q. 

A. The capacity above average demand would be allocated in proportion to 

each class’s share of excess demand. In this example, the peak demand of the 

Flat class is the same as its average demand; that is, its excess demand is zero. 

The peak for the Peaky class is 800 MW, which translates into a class excess 

demand of 300 MW (i.e., 800 MW - 500 MW), which, of course, is also the 

entirety of the excess demand on this system. Thus, the Peaky class is allocated 

all of the cost associated with incremental capacity above average demand. Put 

another way, the Average and Excess Demand method properly assigns the cost 

of the incremental amount of production plant used to serve system requirements 

above average demand. 

Have you prepared a cost-of-service analysis that allocates TEP’s production 

and transmission plant using the Average and Excess Demand method? 

Q. 

A. Yes, I have. The results of this analysis are presented in Exhibit KCH-17. 

I have also prepared a cost-of-service analysis that allocates production and 

transmission plant using the 4-CP method that TEP uses for jurisdictional 

purposes. The results of this analysis are presented in Exhibit KCH-18. These 

results are summarized in Table KCH-4, which is presented later in my testimony, 

following a discussion of other problems I have identified in TEP’s cost-of- 

service study. 
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What is your recommendation to the Commission regarding the appropriate 

methodology for allocating TEP’s production and transmission plant? 

TEP’s proposal to use the Peak and Average Demand method to allocate 

production plant should be rejected. Rather, the Commission should require TEP 

to allocate production and transmission plant using the Average and Excess 

Demand method, consistent with the Commission’s findings in Decision No. 

69663, and consistent with the methodology for allocating production plant used 

by APS and SRP. The Commission should also give consideration to the cost 

allocation produced by the 4-CP method, which is consistent with TEP’s 

jurisdictional allocation. 

Aside from the choice of methodology for allocating production plant, do you 

have any other concerns with the cost-of-service study prepared by TEP? 

Yes. There are several analytical flaws in TEP’s study, completely aside 

from the choice of methodology for allocating production and transmission costs, 

and distinct from certain errors that TEP has acknowledged in discovery. These 

analytical flaws are so significant that the results presented by TEP cannot 

reasonably be relied upon for drawing inferences about class cost causation. 

Before discussing the analytical flaws you have identified, what errors in its 

cost-of-service study has TEP acknowledged in discovery? 

I am aware of four errors in TEP’s cost-of-service study that the Company 

has acknowledged: lo 

lo TEP’s Responses to AECC Data Request 3.3, DOD Data Request 3.2, Supplemental Response to UDR 
1.01, dated October 5,2012. 
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(1) Inadvertently allocating distribution costs based on class coincident 

peak demand rather than class non-coincident peak demand; 

(2) Entering the incorrect coincident peak demand for the LLP class; 

(3) Entering incorrect class non-coincident peak demands for the LGS- 

TOU and LLP customer classes; and 

(4) Entering incorrect class non-coincident peak and coincident peak data 

for the Lighting class. 

Has TEP corrected these errors in its filing? 

Not at this time. My understanding is that the first two errors listed above 

were corrected in an update to TEP’s cost-of-service study, but have not been 

included as part of TEP’s filing, at least at this time. To my knowledge, the third 

error has neither been included in an update to TEP’s cost-of-service study nor to 

its filing, and the fourth error was only discovered several days before this 

testimony was filed. For ease of discussion, I have prepared an updated cost-of- 

service study that corrects all four TEP-acknowledged errors listed above. A 

summary of the results of this analysis is presented in Exhibit KCH-19. I have 

denoted this corrected TEP cost-of-service study as “AECC COS Adj. 1 .” This 

baseline is the point of departure for my subsequent criticism of the remaining 

problems with TEP’s study. 

Do you make any other corrections to TEP’s cost-of-service study in AECC 

COS Adj. l? 

Yes. I make one other correction in AECC COS Adj. 1. TEP’s cost-of- 

service study excludes the forward component of pro forma PPFAC revenues 

from present rates - even though these revenues are included in TEP’s calculation 
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of income tax expense at current rates in the Company’s revenue requirement 

model. The omission of pro forma PPFAC revenues understates the rates of 

return for all classes. To correct both for this understatement and for TEP’s 

inconsistent treatment with the revenue requirement model, I have included pro 

forma PPFAC revenues in AECC COS Adj. 1. 

Has TEP admitted that omitting the pro forma PPFAC revenues from 

present revenues is an error? 

No. TEP concedes that it has made the omission, but does not 

acknowledge that it is an error. I have reviewed TEP’s explanation for the 

omission and have concluded that the Company’s explanation does not justify the 

omission.” Consequently, I am classifying the omission as an error and including 

the correction in AECC COS Adj. 1. 

What analytical flaws have you identified in TEP’s class cost-of-service 

study? 

I have identified the following analytical flaws in TEP’s cost-of-service 

study: 

1. TEP improperly allocates income tax expense to classes in both its 

treatment of class returns at present rates and class returns at proposed rates. 

2. In allocating the cost of production plant, TEP fails to reflect line loss 

differentials among customers of different voltages. 

3. TEP improperly assigns the errors in measuring class coincident peak 

attributable to its load research program to customer classes whose coincident 

TEP’s explanation is provided in TEP Response to AECC 5.1. 
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1 peak is measured by census data, grossly overstating the coincident peak properly 

2 allocable to the census-measured classes. 

3 4. TEP’s weighting of average demand (compared to peak demand) in its 

4 use of the Peak and Average Demand method is inconsistent with the weighting 

5 prescribed in the NARUC Cost Allocation Manual. 

6 Q. Please describe your concerns with the allocation of income tax expense. 

7 A. In its analysis of class returns at present rates, TEP aZZocates income taxes 

8 to classes based on plant in service. While this approach may have some intuitive 

9 appeal, it is incorrect. The income tax expense for a given class should be 

10 calculated based on the operating income produced by that class. TEP’s practice 

11 of allocating income taxes rather than calculating them overstates the expenses for 

12 a class that is earning below the overall average return, and vice versa. 

13 Consequently, it distorts rates of return at current revenues: the rate of return is 

14 overstated for classes earning above the average return and it is understated for 

15 classes earning below the average return. 

16 This very issue was addressed by the Utah Public Service Commission 

17 several years ago and its findings on the subject are instructive on this point: 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

In the interjurisdictional allocation model, income taxes are calculated based on 
taxable income. In its class cost of service study, [PacifiCorp] allocates to classes 
Utah’s income taxes based on relative rate base rather than taxable income. UAE 
recommends income taxes be calculated on taxable income, similar to the 
approach taken in the interjurisdictional model. 

The Company’s approach mixes income taxes incorporating the effect of the 
change in revenue requirement for a specific class with the earned income and 
rate base components of the class. The approaches of both the Company and 
UAE can be used to determine the change in revenues required to achieve an 
allowed rate of return, and moreover, both will provide the same revenue change. 
However, the Company’s approach tends to overstate the rates of return for 
classes earning above Utah’s overall earned rate of return and understates the 
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rates of return for classes earning below Utah ’s overall earned rate of return. 
The use of taxable income to calculate income taxes was recently ordered in the 
recent rate case for Questar Gas Company, Docket No. 07-057-13. 

Therefore we accept UAE’s proposal as a matter of policy to calculate income 
taxes based on taxable income in the class cost-of-service study.12 [Emphasis 
added] 

Does TEP acknowledge that its approach is incorrect? 

No. In discovery, TEP asserted that its approach was reasonable, implying 9 A. 

that the allocation of income taxes to classes was a matter of the analyst’s 10 

discretion. I disagree. Income taxes are a function of operating income. An 11 

integral part of a standard cost-of-service study is to identify operating income by 12 

13 class. This information should then be used to calculate each class’s income tax 

expense. This is the conventional treatment nationwide - and with good reason. 14 

Failure to adhere to this convention not only distorts class returns at current rates, 15 

it can lead to errors in determining class revenue requirements at equalized 16 

returns. In this case, TEP’s failure to adhere to the conventional treatment of 17 

apportioning class income tax expense has resulted’in the Company using 

different income tax allocators for present rates and proposed rates. At present 

18 

19 

rates, TEP allocates income tax to classes based on plant in service, as noted 20 

above. At proposed rates, TEP allocates income tax to classes based on class total 

retail proposed sales revenue - including fuel. These allocation approaches are 

21 

22 

obviously inconsistent with one another. Moreover, there is no reasonable basis 23 

for TEP to be allocating income taxes based on proposed sales revenue. These 24 

Utah Public Service Commission, Docket No. 09-035-23. Report and Order on Revenue Requirement, 
Cost of Service and Spread of Rates at 131-132. February 18,2010. 
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inconsistent and unreasonable allocation approaches are a consequence of TEP’s 

ad hoc treatment of income tax expense in its cost-of-service study. 

Both income tax allocation approaches used by TEP should be rejected. 

Instead, TEP should be required to adopt the standard utility convention of 

calculating each class’s income tax expense based on the operating income 

produced by that class. 

Have you prepared a cost-of-service adjustment that calculates each class’s 

income tax expense at present rates based on the operating income produced 

by that class? 

Yes, I have. This adjustment is denoted as AECC COS Adj. 2 and is 

presented in Exhibit KCH-20. AECC COS Adj. 2 also incorporates all of the 

corrections in AECC COS Adj. 1 .  

Please describe your concerns with the treatment of line losses in the class 

cost of service study. 

In general, a customer that takes delivery at higher voltage causes the 

utility to incur fewer line losses for every kilowatt-hour of electricity delivered to 

the customer’s meter than a customer taking delivery at a lower voltage. As a 

result, in general, the greater voltage at which a customer takes delivery, the fewer 

the kilowatt-hours required to be produced at input to deliver a given amount of 

kilowatt-hours to the customer’s meter. 

This difference in the cost of energy production should be recognized in a 

utility cost-of-service study. The typical voltage levels that are recognized for 

this purpose are secondary, primary, and transmission. (Sub-transmission is also 

sometimes recognized). However, TEP recognizes energy cost differentials only 
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for customers taking service at 138 kV and above, i.e., transmission voltage - and 

this recognition is limited to the proposed PPFAC rate. That is, voltage 

differentiation is not recognized at all in the allocation of production plant, even 

though this allocation is based on average demand (Le., energy) and coincident 

peaks, each of which is affected by line losses. In this fundamental sense, TEP’s 

cost-of-service study is deficient and is not commensurate with good ratemaking 

practice. 

Q. 

A. 

How does TEP treat line losses in its allocation of production plant? 

In its original “Average and Peaks” summary workpaper, TEP included a 

column entitled “Losses” that scaled up each customer class’s monthly coincident 

peak demand. While the proportion that was scaled up varied every month, the 

same proportion was applied to each class for a given month. Simply reviewing 

the workpaper would give the analyst the impression that the scaling was intended 

to capture line losses. However, the proportion being scaled up made that 

supposition implausible: the increase applied to each customer class ranged from 

1.7% in December 201 1 up to 30.4% in July 201 1. Certainly, something else 

besides line losses is being captured in this adjustment. 

In discovery, TEP clarified that the column in the workpaper that was 

labeled “Losses” was actually the difference between TEP’s actual system peak 

demand and the s u m  of the class peak demands as estimated from TEP’s load 

research program. l3  In other words, the “Losses” column was actually comprised 

of average line lossesplus the variance (or error) between TEP’s load research 

prediction of system coincident peak demand and actual system coincident peak 

l3 Source: TEP Response to AECC 6.1 .b.iv. 
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demand. Significantly, in the summer period (corresponding to the 4-CP used in 

the Peak and Average demand method used by TEP), the estimation error was 

very large, with the total “adder” applied to each class’s coincident peak ranging 

from 21.4% in August to 27.9% in July.14 Whereas some portion of this “adder” 

is accounting for line losses, a very substantial portion of it is truing up for 

estimation error. 

Why is there an estimation error in the first place? 

Identifying class coincident peak demands requires identifying each 

class’s aggregate demand at the time of the system monthly peak demand. For 

certain customer classes (e.g., LLP, LGS), this is relatively straightforward, 

because every customer in the class has a demand meter, so their demands at the 

time of the system peak can be directly measured. We can refer to these classes 

as “census-measured” classes -because their coincident demands in the cost-of- 

service study are based on the measured demand for the entire population of the 

class. 

In contrast, smaller customers, such as Residential and SGS, typically do 

not have demand meters. Consequently, the class demands at the time of the 

coincident peaks for these classes cannot be directly measured, but rather are 

estimated using statistical samples of customers that have demand meters 

assigned to them for this purpose. Through statistical sampling, the usage 

patterns of a relatively small number of customers are used to estimate the 

coincident peak demands for the entire classes to which these customers belong. 

~ 

l4 These adders were calculated from TEP’s workpaper: “Average and Peaks Allocation 12-31-1 l(Revised 
11-01-12)”, column N. 
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Some error in estimation is inevitable. TEP is aware that an estimation error 

exists because TEP knows the actual system peak and TEP realizes that the sum 

of the individual class demands does not match the system peak. To compensate 

for this difference, in the cost-of-service study, TEP “trues up” the class 

coincident peak data to force it to match the actual system peak demands by 

applying the “adder” (labeled “Losses”) that I described above. Some portion of 

this difference is attributable to line losses, but a large portion of it is attributable 

to estimation error. 

Is there a problem with the way that TEP accounts for the variation between 

predicted coincident peak and actual coincident peak? 

Yes. TEP spreads the estimation error to all classes - even the census- 

measured classes whose coincident demands are directly measured. This means 

the census-measured classes are being assigned a pro rata share of the estimation 

error attributable to the statistically sampled classes. Because the estimation 

errors are very substantial during the 4-CP summer period, the census classes end 

up being assigned a much greater amount of peak demand than they actually 

cause. This is easy to see in the case of the Mining class, which consists of only 

two customers. The non-coincident peak (“NCP”) for this class during July 201 1 

was 141 MW. That is, the maximum demand of these two customers at the same 

time (irrespective of the hour) during that month was 141 MW. Logically, 

coincident peak demand (after accounting for line losses) cannot exceed the NCP. 

Yet the July coincident peak assigned to these two customers in TEP’s cost-of- 

service study was 173 MW. This amount was derived by scaling up by 

approximately 27% the measured July coincident peak of these two customers of 
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136 MW. I estimate that approximately 10 MW of the additional 37 MW 

assigned to this class was attributable to line losses. The remainder is simply 

“phantom load” -the share of estimation error assigned to the Mining class - 

even though the coincident demand of this class was already known and not 

subject to estimation error. 

How should this problem be corrected? 

Each class’s measured (or estimated) coincident peak demand should be 

adjusted for losses. Then, the estimation error (i.e., the difference between the 

s u m  of the loss-adjusted predicted class coincident peak demands and actual 

system peak demand) should be assigned pro rata to the sampled classes only, 

because these classes are the source of the estimation error. Class NCP and 

energy should also be adjusted for losses. 

Have you prepared a cost-of-service adjustment that performs this 

correction? 

Yes, I have. This adjustment is denoted as AECC COS Adj. 3 and is 

presented in Exhibit KCH-21. AECC COS Adj. 3 also incorporates all of the 

corrections in AECC COS Adj. 1 and Adj. 2. 

What is the basis of your line loss estimates? 

I requested line loss data from TEP by voltage but the Company indicated 

that it has not completed an engineering study on line losses in the last two rate 

cases.I5 TEP further indicated that it does not have line loss information 

differentiated by the voltage levels I requested (secondary, primary, non-EHV, 

~ 

Is Source: TEP Response to AECC 3.1 .c. 
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1 EHV). In the absence of this standard information, I estimated TEP's line losses 
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by estimating the dzferences in line losses between secondary and primary 

voltage levels provided by APS in its last rate case, and incorporated these 
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differentials into TEP's average system line losses. I believe that using the line 

loss differentials on the APS system is a reasonable proxy for the TEP system and 

is preferable to ignoring these differentials altogether, as TEP has done. 

Please describe your concerns with TEP's weighting of average demand 

compared to peak demand in its use of the Peak and Average Demand 

method. 

When using the Peak and Average method, a proportion of production 

costs must be assigned to average demand &e., energy) and the remaining 

proportion must be assigned to peak demand. The proportions used by TEP are 

inconsistent with the proportions prescribed in the Electric Utility Cost Allocation 

Manual, published by the National Association of Regulatory Utility 

Commissioners ("NARUC Manual"), which is the standard reference manual for 

this subject. Specifically, TEP weighted average demand by the system load 

factor, whereas the NARUC Manual prescribes that the proportion of plant 

classified as energy-related is calculated by dividing average demand by the sum 

of average demand and the average of the monthly peak demands used in the 

analysis (in this case, the four summer months).17 Mathematically, this ratio will 

almost always be less than system load factor. l8 By giving a stronger weight to 

l6 Source: TEP Response to AECC 3.2.e. *' NARUC Manual, pp. 57-58. 
I* Since, by defiition, system load factor is equal to (AD / CP), TEP's weighting of average demand, under 
most conceivable scenarios, will produce a classification percentage for energy that is greater than the 
weighting of (AD / (AD + 4 CP)) prescribed in the NARUC Manual. 
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average demand (or energy) than the NARUC Manual prescribes, TEP has m h e r  

biased the results of its analysis to the disadvantage of higher-load factor 

customers. As discussed above, the Peak and Average Demand method already 

contains an undue bias against higher-load-factor customers; by giving average 

demand an even greater weighting than prescribed in the NARUC Manual TEP 

has arbitrarily exacerbated that bias. 

Have you prepared a cost-of-service adjustment that substitutes the 

weightings prescribed by the NARUC Cost Allocation Manual for those used 

by TEP? 

Yes, I have. This adjustment is denoted as AECC COS Adj. 4 and is 

presented in Exhibit KCH-22. AECC COS Adj. 4 also incorporates all of the 

corrections in AECC COS Adj . 1, Adj. 2, and Adj. 3. 

Have you prepared an overall summary of the cost-of-service analyses you 

have conducted? 

Yes. This summary is presented in Table KCH-4, below. 
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2 Table KCH-4 

3 

SUMMARYOFTEPCLASS COS STUDYRESULTS 
(Class Rates of Return at Present Rates) 

P&A 
AECC AM)% A.Fcc 
Adj4 A&E 4CP 

RESIDEBTIAJJSFRVLCE 0.12% 0.52% -138% 

SMALLGFTWRALSERVICE 13.77% 9.97% 1533% 

JARGEGBIWRALSWVICX 5.08% 8.05% 6.87% 

LARGELIGHr&POWER -0.71% 1.24% 2.41% 

MINING -1.53% 2.55% 4.84% 

LIGBTING -0.73% -10.18% -0.08% 

TOTAL 3.45% 3.45% 3.45% 

4 Q. What conclusions do you draw from the cost-of-service analyses you have 

5 prepared in this case? 

6 A. As I discussed above, the Peak and Average Demand method is rarely 

7 adopted by utility regulatory commissions because of its structural bias that 

8 unreasonably disadvantages higher-load factor customers. As implied by the 

9 classification of this method in the NARUC Manual as a “Judgmental Energy 

10 Weighting” approach, shifting costs to higher-load factor customers in this 

11 manner is a matter of subjective judgment, one with which I strongly disagree, 

12 and which I encourage the Commission to reject, in favor of the Average and 

13 Excess Demand method, or alternatively, the 4-CP Method. 

14 To the extent that the Peak and Average Demand method is considered at 

15 all, it should be a version that is cured of the various analytical flaws committed 
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by TEP, as discussed in my testimony above. For purposes of this case, that 

corresponds to the results produced by AECC COS Adj. 4. 

Across the various methodologies, some inferences can be drawn. Under 

each of the methodologies, the Residential class performs best under the Average 

and Excess Demand method, but even under this method, this class produces a 

rate of return that is materially below average. Similarly, the returns for Lighting 

are significantly below par under all three methods. Conversely, the returns for 

SGS and LGS are above average under all three methodologies. 

The results for LLP and Mining are mixed. Mining, which is not its own 

rate schedule but actually pays LLP-TOU rates, produces below average returns 

under the corrected Peak and Average Demand method, near average returns 

under Average and Excess Demand, and above-average returns under the 4-CP. 

LLP (excluding Mining) produces below average returns under the corrected Peak 

and Average Demand method, improves to moderately below average returns 

under Average and Excess Demand, and produces near average returns under the 

4-CP. 

RATE SPREAD 

Q. What general guidelines should be employed in spreading any change in 

rates? 

A. Rate spread allocates the revenue requirement to each of TEP’s customer 

classes. Rate spread should recognize that rates must be just and reasonable and 

not cause undue discrimination. To this end, revenue responsibility for any class 

should be informed by the cost to serve the class, but should also take into 
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account other factors such as economic conditions and the magnitude of rate 

impacts. 

What is your rate spread recommendation in this case? 

I am recommending an across-the-board equal percentage increase for 

each of the major customer classes, subject to a number of qualifications 

discussed below. The equal percentage increase should be calculated using 

present revenues equal to current base rates plus the Forward Component of the 

2012 PPFAC, as this is most representative of current going-forward rates. 

Within the LGS and LLP classes (including Mining), I am recommending 

retaining the same relationship between time-of-use (“TOU”) and non-TOU rate 

schedules as proposed by TEP. That is, within these groupings, TEP has 

proposed a smaller rate increase for the TOU rate schedules than for the non-TOU 

rate schedules. This relationship should be retained, while holding the overall rate 

increase for the grouping equal to the average percentage increase for the system. 

Have you prepared an exhibit that illustrates your recommended rate spread 

at TEP’s requested revenue requirement? 

Yes. Those results are presented in Exhibit KCH-23. 

Have you also prepared an exhibit that illustrates your recommended rate 

spread at the adjusted revenue requirement presented by AECC in its direct 

testimony ? 

Yes. Those results are presented in Exhibit KCH-24. 

Why are you recommending an equal percentage increase for the major 

customer classes in this case? 
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A. The cost of service results using the Average and Excess Demand, 4 CP, 

and even Peak and Average Demand methods all suggest that the Residential and 

Lighting classes should be assigned rate increases that are above the system 

average and that SGS and LGS should be assigned increases below the system 

average. However, the proposed rate increase in this case is very large and 

moving in the direction of cost of service would be impactful on the classes that 

would be assigned above-average increases. Consequently, if the final overall 

rate increase is greater than 10 percent, an equal percentage change would be 

reasonable. On the other hand, to the extent that the final rate increase is less than 

10 percent, the Commission should give consideration to allowing the 

ResidentiaULighting percentage rate increase to be somewhat above the system 

average and the SGSLGS rate increase to be somewhat below the system 

average. For every one percentage point that the SGSLGS percentage rate 

increase is set below the system average, the ResidentiaVLighting increase would 

need to be 0.91 percentage points above the system average. The remaining 

classes should continue to receive the system average increase. 

RATE DESIGN 

Q. 

A. 

What rate design issues do you address? 

My rate design testimony is the primarily concerned with the LGS and 

LLP rate schedules, along with their TOU counterparts. Specifically, I address 

TEP’s proposed change to the demand ratchet, TEP’s proposed changes to the 

TOU rate design, the representation of unbundled rate components in the tariff, 
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the proper treatment delivery charges for customers taking service at 138 kV or 

above, and interruptible rates. 

What is a demand ratchet? 

A demand ratchet is a tariff provision that locks in a customer to a 

minimum billing demand going forward based on the demand level in a prior 

month. For example, TEP currently has a demand ratchet for LLP-9ON, which is 

a TOU rate schedule, that requires the demand charge to be no less than 50% of 

the maximum on-peak billing demand in the preceding eleven months. TEP’s 

demand ratchets range from 50% to 66.7%, depending on the rate schedule. 

What change to the demand ratchet is TEP proposing in this case? 

TEP is proposing to increase the demand ratchet for LGS and LLP 

customers to 100%. This means that a customer will be billed for demand at the 

highest demand level that the customer experienced over the prior eleven months. 

What justification does TEP offer for increasing the ratchet to loo%? 

In a footnote on page 26 of his direct testimony Mr. Jones states that the 

“mechanism minimizes [the] risk of not recovering fixed costs and properly 

compensates for the year-round expenses incurred to provide service to a 

customer.” 

Do you concur that a 100% demand ratchet is warranted? 

No. I agree with Mr. Jones that a 100% demand ratchet provides great 

assurance of fixed-cost recovery to a utility, but it comes at the expense of 

considerable risk-shifting to customers: just one hour of unusually high demand 

and the customer’s demand charge would be locked in for the next eleven months. 

While it is reasonable for the customer to pay the demand charge corresponding 
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I to the unusually high demand for the month in question, locking in that level for 

the next eleven months is an extreme consequence. In my experience, I am not 2 

aware of another utility with a demand ratchet of 100% applied to generation. 3 

4 Q- Do you have an alternative proposal? 

5 A. Yes. I recommend that the demand ratchet be set at 75%. This is midway 

between TEP’s proposed 100% ratchet and the 50% ratchet currently in place for 6 

the LGS and LLP-TOU rate schedules. A 75% ratchet balances the need to 7 

compensate the Company for year-round expenses with reasonable variability in a 8 

customer’s usage. Moreover, it is comparable to the 80% ratchet that APS has in 9 

place for certain demand-billed rate schedules. 10 

11 Q. What changes in TOU rate design has TEP proposed for LGS and LLP 

customers? 12 

TEP has proposed a large number of changes in rate design for TOU rates. 13 A. 

Among the proposed changes are: 14 

0 

Elimination of the shoulder peak period. 
The summer on-peak period is expanded from the current 2:OO p.m. - 6:OO 
p.m. to 1O:OO a.m. - 9:OO p.m. 
Summer months are changed fiom May - October to May - September. 
Winter months are changed from November - April to October - April. 
Elimination of the odoff-peak differentiation in demand charges. 
Weekends and holidays are designated as off-peak. 
Elimination of the odoff-peak differentiation and seasonality in 
unbundled transmission and ancillary services charges. 
A flattening of the differential between on-peak and off-peak charges for 
base power rates. 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Not all of these changes are objectionable. However, several of them cause very 26 

significant concerns and should not be adopted. 27 

28 Q. What are your concerns regarding TEP’s proposed rate design for TOU 

rates for LGS and LLP customers? 29 
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In the last general rate case, the settling parties, including TEP, made a 

concerted effort to encourage customers to shift energy and capacity usage into 

off-peak periods. This was implemented, in significant part, by adopting TOU 

rates that sent an energy price signal that off-peak usage would be materially less 

expensive than on-peak usage, and by setting demand charges that were tied to 

on-peak usage. In my opinion, the TOU rates negotiated by the parties and 

approved by the Commission sent the right message, because shifting energy 

usage to the off-peak periods allows TEP to utilize lower-cost fuel, and shifting 

capacity to the off-peak period allows for more efficient utilization of TEP’s 

generation and transmission plant. 

Indeed, customers have responded to this message. I am aware of at least 

one major industrial customer than has organized its production schedule to fit the 

time-of-day parameters in the LLP-TOU rate schedule. This response is good for 

the TEP system because it makes better use of system capacity, good for the 

customer because it gives the customer the opportunity to reduce its energy costs 

by acting in the best interest of the system, and good for the local economy 

because the availability of opportunities to reduce costs is particularly important 

during challenging economic times. 

In this case, TEP is proposing to undo much of this good work. With 

respect to the LGS-TOU and LLP-TOU rate schedules, TEP is proposing to 

significantly flatten the TOU differentials for fuel and purchased power costs, 

watering down the price signal for customers to use power off-peak. Similarly, 

TEP is proposing to abandon the relationship between demand charges and on- 

peak usage, and instead is proposing that the demand charge for LGS-TOU and 
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LLP-TOU be based on maximum demand irrespective of what time of day this 

demand occurs. In other words, TEP is proposing to completely eliminate the 

incentive for TOU customers to shift their demand usage to the off-peak period. 

Under the current tariff is an LLP-TOU customer able to use unlimited 

amounts of capacity off-peak at no charge? 

No, not at all. An LLP-TOU customer is billed for its demand during the 

on-peak period. The customer can then use up to 150 percent of its billed demand 

off-peak before incurring any additional demand charges. For off-peak demand 

that is greater than 150 percent of the (on-peak) billed demand, the customer is 

billed an additional demand charge equal to approximately 50 percent of the on- 

peak demand charge. And of course, the customer must pay the energy charge for 

the off-peak usage as well. The off-peak demand is not free; rather, the customer 

has a well-structured economic incentive to shift its demand to the off-peak 

period. 

What is your recommendation to the Commission regarding the rate design 

treatment of off-peak demand for the LLP-TOU rate schedule? 

TEP’s proposal to abandon the price signal to shift capacity usage to off- 

peak periods should be rejected. Instead, TEP should be required to retain the 

current rate design in which the demand charge is limited to the on-peak period 

and incremental off-peak demand charges are not incurred until the off-peak 

demand reaches 150% of the on-peak billing demand. Moreover, the same 

pricing relationship between on-peak and incremental off-peak rates should be 

retained. Finally, TEP has also proposed to extend the weekday on-peak period in 

the summer by two hours in the morning and one hour in the evening. With 
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respect to the on-peak demand charge, this change will adversely impact 

customers who have scheduled their production processes in reliance on the 

current tariff. Consequently, for purposes of continuing the current practice of 

encouraging load-shifting to off-peak periods, the definition of the weekday on- 

peak period (as applicable to on-peak demand) should remain unchanged. 

What is your recommendation to the Commission regarding the rate design 

treatment of base power rates? 

Base power rates correspond to the fuel and purchased power costs that 

are eligible for recovery in the PPFAC. As discussed in my direct revenue 

requirements testimony, TEP has proposed separating these costs from base rates. 

As a preliminary matter, I recommend that the separation that TEP has requested 

be rejected and these costs continue to be recovered in base rates as a separately 

stated “base power rate” component, as occurs in current rates. 

With respect to rate design, TEP’s proposal to flatten the base power rates 

for TOU customers in the LGS and LLP classes (LGS-85N and LLP-9ON, 

respectively) should be rejected. Rather, the rate design should retain the current 

price signal for customers to shift energy usage to the off-peak periods. I have 

prepared an alternative rate design for these two rate schedules that builds upon 

the current design. It was constructed by increasing the summer and winter on- 

peak prices for LLP-9ON by the overall increase in fuel and purchased power 

costs since the last general rate case and then solving for off-peak prices that 

retain the proposed pricing relationships between LLP-9ON and LGS-85N while 

simultaneously recovering the combined revenue requirement. AECC’s proposed 
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base power rates are presented in Table KCH-5 below. The proof of revenues is 
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Table KCH-5 

AECC Recommended Base Power Rate Design for LGS-85N and LLP-90N 

LGS85N 
TEP AECC 

Current Rate Proposed Rate Recommended Rate 
Summer On-Peak $0.059253 $0.03 8739 $0.050669 

Summer Off-peak $0.025299 $0.030187 $0.026679 
Winter On-Peak $0.036088 $0.034305 $0.032893 
Winter Off-peak $0.027799 $0.030599 $0.027092 

Summer Shoulder Peak $0.033588 

LLP-90N 
TEP AECC 

Current Rate Proposed Rate Recommended Rate 
Summer On-Peak $0.041786 $0.03483 7 $0.045568 

Summer Off-peak $0.026872 $0.027146 $0.023985 
Winter On-Peak $0.027126 $0.030849 $0.029581 
Winter Off-peak $0.019542 $0.0275 17 $0.024356 

Summer Shoulder Peak $0.041786 

Does your proposed rate design produce reasonable results? 

Yes, it does. The average fuel cost at TEP’s Luna generating plant in 

2012 was $.043 per kWh. The summer peak rate I have proposed for LLP-9ON of 

$.045568 per kwh is close to the fuel cost of this facility plus losses. At the same 

time, the off-peak rates are well above TEP’s lowest-cost base-load plants. 

Did TEP file its tariff in a manner that is identifies the unbundled 

components? 

TEP’s proposed tariff purports to identify unbundled components. 

However, the structure of the unbundled portion of the tariff suffers fiom 

ambiguity, inconsistency, and numerous typographical errors - even in the 
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corrected version of the tariff that was filed August 17,2012. It does not meet the 

minimum standard of a well-structured unbundled tariff. I recommend that the 

Commission order TEP to re-file the unbundled sections of its tariff in a manner 

that responds to the issues I discuss below. 

Before addressing the problems with the unbundled sections of TEP’s 

proposed tariff, please explain the significance of an unbundled tariff. 

An unbundled tariff is one in which utility rates are separated according to 

function, in particular, generation, transmission, and distribution (or delivery 

service). 

In the late 1990s, the Commission adopted rules implementing retail 

competition, or direct access service. While direct access activity is currently 

suspended, it remains an open issue, and it is my understanding that the 

Commission intends to revisit this issue in the future. For direct access to work, it 

is essential that utility rate schedules be unbundled because direct access 

customers are not generally required to pay utility generation rates, as they are 

purchasing their generation elsewhere. The Commission’s rules carefully 

prescribe the requirements for filing an unbundled tariff. 

Please describe the ambiguity and inconsistencies in TEP’s proposed 

unbundled tariff. 

Consider proposed Tariff Sheet 302-2, which presents the unbundled 

components for LLP-9ON, and which I have reproduced as Exhibit KCH-26. 

Note the first entry below “Demand Charges”: it simply restates “Demand 

Charges” without any indication as to function. That is, the entry does not 

indicate whether these demand charges are for generation service, delivery 
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service, or some combination of the two. As a component in an unbundled tariff, 

this label is useless: it gives no indication to a prospective direct access customer 

whether this is a delivery charge or a bypassable generation charge. TEP should 

be required to restate this charge by function and fully document the source of the 

charge by function, TEP’s workpapers filed with the case do not appear to 

provide sufficient documentation to verify whether these charges derive from 

generation or distribution (i.e., delivery) service. 

What is an example of inconsistency in the unbundled portion of the tariff? Q. 

A. Consider proposed Tariff Sheet 301 -2, which presents the unbundled 

components for LLP-14, and which I have reproduced as Exhibit KCH-27. Note 

that unlike proposed Tariff Sheet 302-2, the first entry below “Demand Charges” 

states “Delivery Charges,” which is a clear indication of function. However, 

continuing down the list of “Demand Charges” we find the entry “Fixed Must- 

Run Charges (in kw).” Yet, the charge itself is expressed not as a demand 

charge, but as an energy charge. Properly, Fixed Must-Run Charges should be 

recovered as a demand charge, and it is recovered through a demand charge in the 

current tariff, but it does appear that TEP intends to convert this charge arbitrarily 

into an energy charge - yet continues to list it among the demand charges. 

Turning back to proposed Tariff Sheet 302-2 we see a further inconsistency with 

respect to this charge: for LLP-9ON customers the Fixed Must-Run Charge is 

listed among the energy charges (although it is expressed as a demand charge). 

Further note that all of the “Energy Charges” on this tariff sheet are expressed as 

demand charges. 
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Here I have highlighted the ambiguities, inconsistencies, and extensive 

typographic errors just between two pages of the proposed tariff. I have not done 

an exhaustive review of every page in the tariff, but I have little doubt that similar 

problems abound. The entire document needs to be re-filed and restated in 

accordance with industry standards. As part of that re-filing, the base power 

charges should be incorporated back into each rate schedule, rather than 

separately stated in the PPFAC, as TEP as proposed. 

As part of your review of the unbundled tariff components, do you have any 

additional rate design recommendations? 

Yes. A portion of the Delivery Charges for demand-billed customers is 

stated as an energy charge. This is not good rate design. The cost of delivery 

service is exclusively a function of customer-related costs and demand-related 

costs; consequently, recovery of these costs should occur exclusively through 

fixed customer charges and demand charges, not energy charges. The fact that 

TEP has proposed partial recovery of distribution charges through an energy 

charge is particularly ironic in light of the fact that TEP has gone through great 

lengths in this case to emphasize its concern with fixed cost recovery; yet by 

proposing to recover delivery service costs through an energy charge TEP is 

undermining that very objective, TEP should be required to restate its proposed 

energy charges for distribution service as demand charges for demand-billed 

classes. 

In addition, I believe there is a serious problem in the relationship between 

TEP’s proposed delivery charges and the proposed charges to recover fixed 

generation costs. Note that for LLP-14 customers (proposed Tariff Sheet 301-2), 
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the proposed demand charge Delivery Service is $1 0.18 per kW-month, whereas 

the proposed demand charge for Generation Capacity Service is $8.25 per kW- 

month. This pricing relationship is entirely inconsistent with the results of TEP’s 

cost-of-service study (flawed as it is), which shows generation demand costs for 

the LLP class to be $27.7 million and distribution demand costs to be just $8.0 

million.” In other words, the cost-of-service study TEP presumably relied upon 

in designing rates shows that generation demand costs are more than three times 

as great as distribution demand costs, yet TEP proposes to price generation 

demand more cheaply than distribution demand. This is a serious problem. 

Why is this a serious problem? 

It is a serious problem because direct access customers are able to bypass 

generation charges. If the rate design shifts cost recovery from generation 

charges to distribution charges, then the ability of customers to shop 

competitively for power will be thwarted. Based on the proposed unbundled rate 

components, it appears that is exactly what TEP is attempting to achieve. 

What is your recommendation to the Commission on this issue? 

TEP’s proposed relationship between delivery charges and generation 

capacity charges in its unbundled tariff should be rejected. Instead, TEP should 

be ordered to re-file its unbundled rate components such that the relationships 

among the functions correspond to the underlying cost relationships using the 

cost-of-service methodology approved by the Commission in this case. 

Does TEP’s proposed tariff adequately address the rate design for customers 

taking service at 138 kV or above? 

TEP Schedule G workpaper (Revised 10-05-12). 
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No. Retail customers taking service at 138 kV do not use the primary and 

secondary distribution systems and thus should not be charged for the costs of 

those systems, which comprise the lion’s share of delivery costs. Excluding high- 

voltage customers from these costs is fundamentally reasonable and is the norm 

across the United States, yet TEP’s tariff fails to clearly state that customers 

taking service at high voltage are not subject to delivery charges. 

What is your recommendation to the Commission on this issue? 

TEP should be ordered to state clearly in its tariff that customers taking 

service at 138 kV or above are not subject to the Delivery charges stated in the 

unbundled portion of the tariff. 

Does TEP have interruptible rates for industrial customers in its current 

tariff? 

No. 

Has TEP proposed interruptible rates for industrial customers in this case? 

No. 

Is TEP required by Commission order to offer such rates? 

Yes. Section XVIII of the settlement agreement approved by the 

Commission in the last general rate case required TEP to file an interruptible tariff 

within 90 days of the effective date of the Commission’s approval of the 

agreement. The interruptible tariff was to be developed in consultation with Staff 

and interested stakeholders and was required to provide “a range of options with 

respect to notice requirements, duration, and frequency, and that will provide 

credits to participating customers based on avoided capacity costs.” 
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On behalf of AECC, I had several rounds of communications with TEP 

during 2009 in an attempt to jointly develop an interruptible tariff. While we 

reached agreement on the basic structure of the tariff, several items remained 

unresolved. On October 26,2009, the Company filed in Docket No. E-01933A- 

07-0402 its proposed interruptible tariff, Rider 5-ISCC, which I have attached as 

Exhibit KCH-28.” AECC filed an Objection two days later, indicating its support 

for many of the elements in the structure of the proposed tariff, but expressing 

strong objections to a “shared savings factor,” which would allow the interruptible 

customer to retain just 25% of the benefit of the value provided by the 

interruption, while transferring 75% of the benefit to non-participating customers. 

AECC requested that the Commission set the matter for hearing to resolve this 

and other differences. 

In 2010, I met with Staff and TEP in an attempt to work through the 

several differences between AECC and TEP on the design of the interruptible 

tariff. We made progress on several technical issues, but the disagreement over 

the shared savings factor remained. On July 22,2010, I provided data responses 

to Staff clarifying AECC’s positions on areas of disagreement. I supplemented 

the data responses on July 28,2010, a copy of which is attached as KCH Exhibit- 

29. 

My understanding is that following the three-party meeting and follow-up 

communication, Staff intended to file a proposed order. However, to my 

knowledge, no further action has been taken on this matter. 

TEP also filed a proposed Rider 6, which AECC does not believe is useful and is not discussed in this 
testimony. 
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What is your recommendation to the Commission with respect to an 

interruptible tariff for industrial customers? 

I recommend that the Commission approve TEP’s proposed Rider 5-ISCC 

filed in Docket No. E-01933A-07-0402, but with the removal of the “shared 

savings factor” and subject to the modifications recommended by AECC as 

explained in Exhibit KCH-29. 

Why should the shared savings factor be removed? 

The economic premise behind the proposed interruptible tariff is that it 

would be tied to the market value of capacity purchased by TEP to serve 

customers. The “shared savings factor” proposed by TEP is simply an unjust 

diminution of the benefit that would be available to interruptible customers from 

participating in the program, such that program participants would be paid a 

fraction of the adjusted market value of the interruptible capacity. Such an 

approach to interruptible customers is unduly discriminatory relative to other 

suppliers of capacity. It would also be disadvantageous to non-participating retail 

customers, as TEP would wind up paying more for generation capacity in the 

market when interruptible capacity was available. There is no reason why 

customers who are providing capacity should be treated on a discriminatory basis 

relative to generation suppliers who are providing capacity. If the type of “shared 

savings factor” proposed by TEP is adopted, I believe the interruptible service 

program envisioned by Rider 5 would be certain to fail due to lack of participant 

interest. 

Does this conclude your direct testimony? 

Yes, it does. 
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Exhibit KCH-25 
Page 1 of 2 

AECC Recommended Base Power Rate Design 

I LGS-TOU I 
TEP AECC 

Current Rate (a) Proposed Rate (a) Recommended Rate @) 
Summer On-Peak $0.059253 $0.038739 $0.050669 

Summer Off-peak $0.025299 $0.030187 $0.026679 
Winter On-Peak $0.036088 $0.034305 $0.032893 
Winter Off-peak $0.027799 $0.030599 $0.027092 

Summer Shoulder Peak $0.033588 

I LLP-90N I 
TEP AECC 

Current Rate (a) Proposed Rate (a) Recommended Rate (b) 
Summer On-Peak $0.041786 $0.034837 $0.045568 

Summer Off-peak $0.026872 $0.027146 50.023985 
Winter On-Peak $0.027126 $0,030849 $0.029581 
Winter Off-peak $0.019542 $0.027517 $0.024356 

Summer Shoulder Peak $0.04 1786 

Suuuortin~ SchedulesTWorkuaDers 
(a) 2012 TEP Proposed Rates (Revised) 
(b) TEP PPFAC DFD-8 & Schedule 1 of TEP's 2013 PPFAC Filing 

, 



Exhibit KCH-25 
Page 2 of 2 

AECC Recommended Base Power Rate Design 

Revenue Reconciliation for the LGS-TOU and LLP-90N Rate Classes 

I LGS-TOU I 
Proposed TEP (a) AECC 

Billing Determinants Proposed Revenues Recommended Revenues 
Summer On-Peak 48,988,303 $1,897,758 $2,482,188 
Summer Off-peak 49,196,404 $1,485,099 $1,312,516 

Winter On-Peak 40,905,653 $1,403,254 $1,345,510 
Winter Off-peak 77,700,944 $2,377,587 $2,105,082 

Total: 216,791,304 $7,163,697 $7,245,296 

I LLP-90N I 
Proposed TEP (a) AECC 

Billing Determinants Proposed Revenues Recommended Revenues 
Summer On-Peak 315,295,814 $10,983,960 $14,367,244 
Summer Off-peak 355,641,730 $9,654,250 $8,530,104 

Winter On-Peak 308,032,402 $9,502,492 $9,111,851 
Winter Off-peak 616,988,517 $16,977,673 $15,027,437 

Total: 1,595,958,463 $47,118,375 $47,036,636 

Summer On-Peak 
Summer Off-peak 

Winter On-Peak 
Winter Off-peak 

Total: 

I Combined LGS-TOU and 90N Revenues I 
TEP AECC 

Proposed Revenues Recommended Revenues 
$12,881,718 $16,849,432 
$1 1,139,349 $9,842,620 
$10,905,746 $10,457,361 
$19,355,260 $17,132,519 
$54,282,072 $54,28 1,932 

S U D D O ~ ~ ~ ~ F  Sehedules/WorkDaDers 
(a) 2012 TEP Proposed Rates (Revised) 
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Tucson Electric Power Company 

Original Sheet No.: 302-2 
Superseding: 

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING UNBUNDI ED COMPONENT$ 

Customer Charges: 
Meter Senrices 
Meter Reading 
Billing & Collection 
Cuslomer Delivery 

Demand Charge8 ($MU) 

Demand Charges (in $kW) 
Summer 
Water 

Generation Capacity Charges (in WW) 

Transmission (in SkW) 
Transmission - Anciilaty Services ( i  SnCW) 

System Contrd & Dispatch 
Redve Supply and Voltage Contrd 
Regulation and Frequency Response 
Spinning R e w e  Service 
Supplemental Reserve service 

Energy /mb8/am Service: wnt?nf!y chargedpwsuant to the compeny’s O A T ,  

En= Charges (WWh) 

Delivery Charges (in SkWh) 
Summer On-paak 
Summer Off-peak Excess Demand 
Winter Onpeak 
Wnter Off-peak Excess Demand 

Foced Must Run Charges (in WVV) 

$ 277.50permonth 
51,586.89per month 
S 63.70permonth 
$ 271.91 per month 

$70.60 per kW 
$ 7.60perkW 

S 6.76perkW 

S 3.82 per kW 

$0.0500 per kW 
$O.lsoO per kW 
$0.1900 per kW 
$0.5100 per kW 
$0.0800 per kW 

$0.0061 per kW 
$0.0051 per kW 
$0.0056 per kW 
$0.0046 per kW 

$0.0003 per kW 

Filed By: Kentton C. Grant 
Title: 
District Entire Electric Senrice Area 

Vice President of Finance and Rates 
Rate: UP-SON 
Effective: PendingCorrected-8-17-12 
Decision No.: 
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Tucson Electric Power Company 
Original Sheet No.: 301-2 
Superseding: 

Customer Chwaes: 
Matersenrices 
Meter Reading 
Billing & Cdledion 
CuStmerDelively 

Total 

$ 477.35 per month 
$ 111.63permonth 
$ 487.16 per month 
$ 923.66 per month 
$2,000.00 per month 

Demand Charaeq 

Delivery Charge (in WW) 
Generation Capacity Charges (in $kW) 
Fixed Must-Run Charges (in $law) 

Transmission Ancillary Services (in $kW) 

$10.18 per kW 
$8.2500 per kW 
@.OOl6 per kwh 

$0.0300 per kW 
$0.1 100 per kW 
$0.1000 per kW 
$0.2800 per kW 
$0.0500 per kW 

Transmission QnSnCW) $2.OoOO per kw 

System Control & Dkpatch 
Reactive Supply and Vdtage Control 
Regulation and FreQwncy Response 
Spinning Resenre W i  
Supplemental Reserve Sewice 
Energy Imbalance Service: currently charged pursuant to the Company's OATT. 

EnerpvCharpeg; 
Delivery Charges (in $M) 

Summer 
Winter 

$0.0074 per kwh 
$0.0064 per kwh 

PPFAC In accordance with Rider 1 - PPFAC 

Filed 4 Kentton C. Grant 
me: 
District Enlire Electric Senrice Area 

V i  President of Finance and Rates 
Rate: Up-14 
Effeclive: Pending-Conected-8-17-12 
Decision No.: 
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Exhibit KCH-28 
Page 1 of 12 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

GARY PIERCE 
PAUL NEWMAN 

ISTIN K. MAY& - CHAIRMAN 

SANDRA D. KENNEDY 
BOB STUMP 

IN THE MATTER OF THE FILING BY TUCSON ) DOCKET NO. E-01933A-05-0650 
ELECTRIC POWER COMPANY TO AMEND ) 
DECISION NO. 62103. 1 

RJ THE MATTER OF THE APPLICATION OF 
TUCSON ELECTRIC POWER COMPANY FOR 
IRE ESTABLISHMENT OF JUST AND 

) DOCKET NO. E-01933A-07-0402 
) 
1 NOTICE OF FILING 

REASONABLE RATES AND CHARGES 1 
1 

DF ARIZONA. 1 

DESIGNED TO REALIZE A REASONABLE 
RATE OF RETURN ON THE FAIR VALUE OF ) 
ITS OPERATIONS THROUGHOUT THE STATE ) 

Tucson Electric Power Company ("TEP" or the "Company"), through undersigned 

Zounsel and pursuant to the Tucson Electric Power Company Proposed Rate Settlement 

Agreement, approved by Decision No. 70628 (December 1, 2008) ("2008 Settlement 

Agreement"), hereby files with the Arizona Corporation Commission ("Commission") two 

(2) Large Light and Power ("LLP") Interruptible tariffs. In support of its Application, TEP 

states as follows: 

I. TARIFFS. 

Section 18.1 of the 2008 Settlement Agreement requires TEP to file Partial 

Requirements, Interruptible, Demand Response, and Bill Estimation tariffs. TEP 

previously has filed Partial Requirements, Demand Response, and Bill Estimation tariffs. 

Pursuant to the Settlement Agreement, TEP has consulted with Commission Staff and 

Interested Stakeholders prior to filing this Application. TEP hereby files the required 

Interruptible tariffs applicable to Large Light and Power (LL&P) Customers, as provided 

below: 
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Rider-5 ISCC - Interruptible Service Capacity Constraint (Attachment “A”) 

Rider-6 CEP - Experimental Critical Event Pricing Rider (Attachment “B”) 

Rider-5 ISCC addresses interruptions prompted by anticipated capacity constraints on 

the TEP system. The establishment of this interruptible program provides benefits to larger 

mstomers who are willing and able to reduce loads during periods of capacity constraints. 

This helps improve system reliability. Rider-6 CEP addresses interruptions prompted by 

:conomic considerations, and will provide participating customers an opportunity to receive a 

:ertain discount in exchange for a commitment to reduce purchases in periods declared 

zritical by TEP when the cost of supplying power is highest. The reduction in purchases 

during critical periods helps reduce the cost of electricity that is ultimately recovered through 

the Purchased Power and Fuel Adjustment Charge (“PPFAC”). 

TEP favors an “experimental” implementation of these programs, with the tariff sheets 

5ccordingly marked as “experimental.” This would recognize the need for periodic review of 

:he program, and subject to the Commission’s approval, allow adjustments to the tariff’s 

?rites, terms, and conditions to help optimize the operation of the interruptible tariffs. 

I1 CONCLUSION. 

TEP respectfblly requests that the Commission approve its Rider-5 ISCC - Interruptible Service 

Capacity Constraint and Rider-6 CEP - Experimental Critical Event Pricing Rider. 

RESPECTFULLY SUBMITTED this & $ l a y  of 2009. 

Tucson Electric Power Company 

UniSouke Energy Services 
One South Church Avenue, Suite 200 
Tucson, Arizona 85701 

and 

2 
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Michael W. Patten 
Jason D. Gellman 
ROSHKA DEWULF & PATTEN, PLC. 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

Attorneys for Tucson Electric Power Company 

% - i ~ & ~ l  and 15 copies of the foregoing 
Eled this dday of October, 2009 with: 

locket Control 
~ ~ Z O M  Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

bpy ofthe foregoing emailed thi& d 
lay of October 2009 to: 

3rian Bozzo 
Jtilities Division 
Lrizona Corporation Commission 
200 West Washington 
'hoenix, Arizona 85007 

met Wagner, Esq. 
Lobin Mitchell, Esq. 
!Kef Counsel, Legal Division 
&zona Corporation Commission 
200 West Washington Street 
hoenix, Arizona 85007 
mmerO,azcc.gov 
nitchellGkcc.lrov 
scott@azcc.~ov 
>sorio@~.nov 
~cal-@zcc.lrov 

teven Olea 
lirector, Utilities Division 
rizona Corporation Commission 
200 West Washington 
hoenix, Arizona 85007 
gweoazcc.e;ov 

Micheal Grant, Esq. 
Gallagher & Kenned 
2575 East Camelbac Road 
Phoenix, Arizona 85016 
mmg@,& et.com 
jxaiinto@arizonaic.org 

Peter Q. Nyce, Jr. 
General Attorney-Regulatory O€fice 
Department of Army 
901 North Stuart Street 
Arlington, Virginia 22203 
peter.nvce@us.army .mil 

Dan Neidlinger 
Neidlinger & Associates 
3020 North 17* Drive 
Phoenix, Arizona 8501 5 
dneid@cox.net 

E 

3 

http://mmerO,azcc.gov
mailto:jxaiinto@arizonaic.org
mailto:dneid@cox.net
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Jane Rodda, esq. 
Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
4 0 0  W. Congress 
Tucson, Arizona 85701 
iroddaChzcc.eov 

Daniel Pozefsky, Chief Counsel 
Residential Utility Consumer Office 
I 100 West Washington, Suite 220 
Phoenix, Arizona 85007 
daozefkkv@azruco.gov 
&bvC4azruco.gov 
e w r n b l @ . ?  c0.EOV 

C. Webb Crockett 
Patrick J. Black 
FENNEMORE CRAIG, PC 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 850 12-29 I 3 
wcrockett@fclaw,com 
pblack6ilfclaw.com 
khiagins6lenerrrvstrat .cOm 

Timothy Hogan 
Arizona Center for Law 
in the Public Interest 
2092 East McDowell Road, Suite 153 

Phoenix, Arizona 85004 
thorcan@aclai.orx 

Jeff Schlegel 
SWEEP Arizona Representative 
1 167 West Samalayuca Dr. 
Tucson, Arizona 85704 

David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, Arizona 85252 
azbluhill@aol.com 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
kboehemGZbkllaw ftrm.com 
mkurtz@bkllawfirm.com 
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Nicholas J. Enoch 
Lubin & Enoch, PC 
349 North Fourth Avenue 
Phoenix, Arizona 85003 
Nicholas.enoch@azbar.org 

Lawrence Robertson 
P.O. Box 1448 
Tubac, Arizona 85646 

Thomas Mumaw 
Barbara A. Klemstine 
Arizona Public Service Company 
P.O. Box 53999, Station 9708 
Phoenix, Arizona 85072 
Barbara. klernstine@aus.com 
Mevhan. sablehDimaclewest.com 

Robert J. MetIi 
Snell & Wilma LLP 
One Arizona Center 
400 East Van Buren 
Phoenix, Arizona 85004 
Rmetlie@sw law. corn 

Christopher Hitchcock 
Law Offices of Christopher Hitchcock 
P.O. Box AT 
Bisbee, Arizona 85603 

t w  1.co 

Cynthia Zwick 
1940 E. Luke Avenue 
Phoenix, Arizona 85016 
czwick@.azcaa.org 

Greg Patterson 
Arizona Competitive Power Alliance 
916 West Adams, Suite 3 
Phoenix, Arizona 85007 
Gpatterson3@cox.net 

William P. Sullivan 
Curtis, Goodwin, Sullivan 
Udal1 & Schwab, PLC 
501 East Thomas Road 
Phoenix, Arizona 85012 
W m  

4 

mailto:daozefkkv@azruco.gov
http://bvC4azruco.gov
http://pblack6ilfclaw.com
mailto:azbluhill@aol.com
http://ftrm.com
mailto:mkurtz@bkllawfirm.com
mailto:Nicholas.enoch@azbar.org
mailto:klernstine@aus.com
http://sablehDimaclewest.com
mailto:czwick@.azcaa.org
mailto:Gpatterson3@cox.net
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Rider4 ISCC 
peritnental Interruptible Service Capacity Constraint 

at intemptions called under the provisions of this Rider-5, Interruptible Senrice Capaaty Constraint 
ntenuptions required to ensure system reliability. lntamrptions called pursuant to the te rn  of this Rider 
r economic reasons. 

Available to Customers receiving and qualifying for electric service under pricing plans applicable to senilce over 3,000 kW, and 
are willing to subscribe to at least 1 ,OOO kW of interruptible load at a contiguous facility. 

Must meet all service requirements for the Customers appfiile Standard Offer pricing plan. 
liiliill! CHARACTER OF SERVICE 

COMPANY'S ANNUAL POSTING OF AVAILABLE INTERRUPTIBLE CREDITS AND ASSOCIATED NOTICE REQUIREMENTS 
AND MAXIMUM HOURS OF INTERRUPTION 
The Company will post Market Based Capacity Price MBCP(defined below), and available Interruptible Credits, by Notice 
Requirement and Maxhnum Hours of Interruption (Maximum Annual DuraGon) for upcoming months of May through October of 
the calendar year by March 15 of the same calendar year, A sample Interruptible Credit Availability Matrix Is shown below. 

The credits vary by Maximum Annual Duration and Notice Requirement. Typically, as Maximum Annual Duration Increases - 
other factors held constant -the Interruptible Credit increases; and as the Notice Requirement increases (e.g., from 5 10 
minutes to S 30 minutes) - other factors held constant - the Interruptible Credit decreases. The Shared Savings Factor may 
also vary, and this will affect the lntenuptible Credit. 

NOMINATION OF INTERRUPTIBLE LOAD BY CUSTOMER 
Nomination Will occur before April 15 of the calendar year of each interruption season. Participating Customers shall designate 
the w o n  of their load that is IntemptiMe Load (in kw). A participating Customer also shal designate its choice for the Notice 
Requirement option and the Maximum Annual Duration option. A Customer may only choose from the available options posted 
by the Company. 

A single Notice Requirement option and a single Maximum Annual Duration option applies to all load nominated at a single 
Senrice pdnt A Customer may not split interruptible load at a single service point among multiple opblons. Customers with 
multiple service points may designate different Notice Requirement options and different Maximum Annual Duration options for 
dLrent service pink. If the Customer intends to interrupt a specific activity or function at its operatbn, the Customer should 
state this activity or function at the time Interruptible Load is nominated. The minimum nomination of interruptible load summed 
over a participating Customer's service points shall be 1,OOO kW. 

INTERRUPTIBLE CREDIT 
Customers who elect service under this Rider-5 will r m k e  a monthly lntenuptible Credit The credit will be an Interruptible 
Demand Charge credit (in Sntw) applied to the Customer's Interruptible Load in kw. The Demand Charge (w Credit will be 
applied to the monthly demand charge for the Customer's Standard Offer Pricing Plan otherwise applicable under full 
requirements of service. 

Filed By: Raymond S. Heyman 
llle: 
District: Entire E M c  Senrice Area 

Senlor Vice Pres'ident, General Counsel 
Tariff No.: Rider-5 ISCC 
Effective: PENDING 
Page No.: 1 Of4 
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Rider.5 ISCC 
erimental Interruptible Service Capacity Constraint 

e Credit shall be calculated as follows: 

Market Based Capacity Price (MBCP) 'A B ' C ' D *E* F 

Maxfmurn Annual Duration 
Notice Requlrement 
Resenreg Fador (%) 
Line Loss Factor (%) 

The 1 16% (+I-) Reserves Factor above represents the avoidance of reserves needed to support the 
interruptible load. 

80 Hours Per Year 

116% 116% 
103% 103% 

S 'lo Minutes 4 30 Minutes 

The 103% (+I-) Line Loss Factor above represents the avoidance of transmission line losses by displacing 

The 50% Annualization Factor above represents an annualization of the Demand Charge Credit. Appliibte 
capacity is purchased over a six monlh summer time frame, while the Demand Charge Credit applies in all 
helve months of the year. 

The Availability Weighting factor represents a discount applied to Interruptible Load to reflect its reduced 
availability under the terms of this Rider relative to purchased capacity. TEP recommends an Availability 
Weighting Factor based on the matrix below for the different hours per year. 

Shared Savings Fa& 
The 25% Shared Savings Factor awards onefourth of the interruptible benefit to the Customer subject to 
interruption and the remaining ttuee-fourU~s b other system customers. (The Shared Savings Factor iniUly 
is set to 25% under this experimental tariff. A change In this factor requires Commission approval. A higher 
factor would award more benefit to the Interruptible Customer and less benetit to other customers and would 
provide a greater incentive for Customers to interrupt) 

The Notice Factor of 100% is applicable to load that is Interruptible with notice of Less Than or Equal to 10 
Minutes and equals 50% for longer notice requirements. 

pwrhasedcapacity. 

- - -  
Factor (%I I 75% 
Shared Savin~s Factor (%) I 25% 

1 100% 

SAMPLE INTERRUPTIBLE CREDIT' AVAILABILITY MATRW 

75% 
25% 
50% 

65% 
25% 

100% 

Annualizatlon Factor (%) I 50% I 50% 
Availability Weighting I I 

65% . 
25% 
50% 

60% 
25% 

100% 

6096 
25% 
.a% 

Note: Rates and nominated houn for current season will be posted by Company via the Internet on or before March 
15 of every year. 

Filed By Raymond S. Heyman 
ri: 
Dlstrict Entire ElecMc Senrice Area 

Senior Vice President, General Counsel 
Tariff No.: Rider4 ISCC 
Effective: PENDING 
Page No.: 20f4 
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Rider-5 ISCC 

Assume a MBCP of@ per kW-month. Assume a Customer is interruptible on 10 minutes notice or less and 
80 hourslyear Maximum Annual Duration option. Multiply by 116% for avoided reserves. Multiply by 103% 
Cne losses. Multiply by 50% for Annualizah. Multiply by the 75% for Avallabiliiy Weighting. And multiply 
Shared Savings. Multiply by 1 (no change) for Notice Fador. The resulting Demand Charge Credit for this 
$0.896 per kW month. I if 

MARKET BASED CAPACITY PRICE [MBCP) 
The Market Based Capadty Price (MBCP) reflects opportunity cost of capacity as revealed through the Company's resource 
procurement pmess. Resource prices are sensitive and confidential information based on competitive bids; however this 
information will be made available to the Commission Staff andlor an Independent Monib(s) for review. The MBCP is a price 
applicable to six summer months only. 

PENALTY FOR FAILURE TO INTERRUPT 
Customers failing to interrupt contract interruptible load for any interruption event during the billing month forfeits the discount for 
that blling month. A second failure of the Customer to comply With any mandated lnterruptlon for capadty constraints may, in the 
Company's sole dimtion, result in the Customer being removed from this Pridng Plan for up to a twenty-four month period. 

Additionally, a CustMers failing to interrupt contract interruptible load for any interruption event shall purchase interruptible 
power taken durlng the event at a penalty prlce calculated as ten (10) times the lnaemental cost of power (higher of generated 
cost or market cost) taken in vidation of the intenuption order. The Customer's penalty payment shall be credited to the PPFAC. 

These penalties shall not apply in instances in which the failure to interrupt is due to the failure of the Company or its equipment 
to communicate or implement the interruption properly. 

Ill, 

RECOVERY OF PROGRAM COSTS 

lSCC Customers' bills will be credited on a demand basis (WW). Recowry of the credits - the cost of the interruptiMe 
resource under this Rider - shall be on an energy basis (Jwkwh) through the Purdwed Power and Fuel Adjustment Clause 
(PPFAC). The credits shall be treated in the same manner as any other prudent fuel I purchase power cost. 

The Customer must have sufficient load to qualify for Large Light & Power senrim (either limeof-Use or Non-Timeof- 

The Customer must designate for each service point its choice for the Notice Requirement option among available 
posted options (typical options that may be available, at the Company's discretion: Less than or Equal to 10 Minutes 
OR Less Than or Equal to 30 Minutes.) 

Ten-Minute Notice Provision - Upon receiving an interruption notice, a Customer providing Interruptible Load at a 
subscribed service point shall reduce its bad to a level no greater than its Firm Load. This reduction must occur within 
ten minutes or Customer will be subject to the Penalty for Failure to Interrupt 

Use). 

Filed By: Raymond S. Heyman 
T i  
District Entire Electric Service Area 

Senior Vice President, General Counsel 
Tariff No.: Rider4 ISCC 
Effective: PENDING 
Page No.: 3of4 
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Rider4 ISCC 
erimental Interruptible Service Capacity Constraint 

Notice Provision - Upon receiving an intemption notice, a Customer providing Interruptible Load at a 

er shall contract for Interruptible Load (sum of all notice options at Customer's contiguous facility) of not 

7. A Customer receives 4 hours credit for any single intemption event to apply toward the Maximum Annual Duration, 
even if the duration of the event is less than 4 hours. 

I O .  The Company may call two consecutivg interruption events In calendar day (midnight to midnight). The maximum 
number of back-to-back interruption events over time period is two. For example, if the Company cans Event 1 
from 4 p.m. to 8 p.m. on Day 1 , it may also call Event 2 starting at 8 p.m. on Day 1 and continuing for four hours to 
midnight. However, Company may not call another back-teback third event staring at the beginning of Day 2 
(midnight) and continuing to 4 a.m. on Day 2. This would result In three consecutive back-to-back intemption events, 
which Is not allowed hereunder. 

I 
I 

11. The maximum number of intemption events in any calendar day Is three. 

12. The Customer will provide communication equipment (e.g., telephone line, paging, or wireless senrice, relays, RlU's 
(remote transmitling units), meters, recorders, and related sofhvare and hardware infrestncture) necessary to-comply 
with data requirements including verification. The Customer must furnish, Install, own, and maintain all Company- 
approved equipment necessary for the Company to provide interruption notification to the Customer from its master 
control station. 

13. Company shaR not be liable for any loss or damage caused by or resulting from any interruption of service. 

14. Nothing herein prevents the Company from interrupting service for emergency circumstances, determined in the 

15. The standard Rules and Regulations of the Company, as on file with the Arizona Corporation Commission, shall apply 

Company's sole discretion. Emergency interruptions shall not count as interruption events for purposes of this Rider. 

where not inconsistent with this rate schedule. 

Filed By: Raymond S. Heyman 
Title: 
District: Entire Electric Service Area 

Senior Vice President, General Counsel 
Tariff No.: Rider-5 ISCC 
Effective: PENDING 
Page No.: 4of4 
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Attachment “B” 
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Rider-6 CEP 
Experimental Critical Event Pricing Rider --- 

PURPOSE OF RIDER 
Customer shall receive a dlscount to the Base Power Supply Charge(s) under the priclng plan applicable to all purchases at a specific delivery 
point, except during a Critical Event called by the Company, at which time a Critical Event Price shall apply to all delivery polnt purchases. 
Customers with multiple deliiry points shall designate which points are subject to Rider4 CEP. 

The Company may call a Critical Event for any reason, including for economic considerations under this Rider-6 CEP. 

AVAllABlLlTY 
Available to Customers receiving and qualifying for electric service under pricing plans applicable to service over 3,000 kW. The Customer 
must designate specific delivery point(s) as subject b Rider4 CEP, with all load at the delivery point subject to this Rider4 CEP. The 
Customer must also designate the total duration of Critical Events as either 20 hours (5 events) per year or 40 hours (10 events) per year. 

CHARACTER OF SERVICE 
Must meet all d c e  requirements for the applicable pricing plan. 

CREDITS 
Customers that elect seMce under this Rider-6 CEP will receive a credit to the Base Power Supply Charge for all purchases at the delivery 
polnt, except for purchases during Critical Events. This credit shall be: 

For Customers choosing to limit the total duration of Critical Events to no more than 20 hours: 

For Customers choosing to limit the total duration of Critical Events to no more than 40 hours: 

(1 mill equals 1/10 cent.) 

0.31 mills per kwh ($0.00031 per kwh) 

0.55 mills per kWh (50.OOO55 per kwh) 

CRITICAL EVENT PRICE 
Customer purchases during a Critical Event shall be subject to a surcharge to the Base Power Supply Charge for all purchases at the delivery 
point. This surcharge shall be the greater of: 

a. $0.20 per kwh, or 
b. 125% of the incremental cost of power (higher of generated cost or market cost) during the Critical Event 

Payments shall be credited to the Purchased P o w  and Fuel Adjustment Clause (“PPFAC”). 

Customers’ bills will be credited on an energy basis (SkWh) as described above. Recovery of the credits - the cost of the interruptible 
resource under this Rider - shall be on an energy basis ($kWh) through the PPFAC. The credits shall be treated in the same manner as 
any other prudent fuel I purchase power cost 

TERMS AND CONDITIONS OF SERVICE 

1. The Customer must have sufficient load to qualify for Large Light 8 Power service (either Time-of-Use or Non-Timeof- 
US). 

Fled By: Raymond S. Heyman 
Mle: 
Distn’ct Entire Eledric Service Area 

Senior Vice President, General Counsel 
Tariff No.: Rider4 CEP 
Effecb’ve: DRAFT 
Page No.: 1 of2 
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Rider-6 CEP 
Experimental Critical Event Pricing Rider 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

The Customer must designate for each Crilical Event Pricing (CEP) service point either 20 hours or 40 hours for its choice 
of the total duration of critical Events. 

A single choice of the total duration of Critical Events (either 20 hours (5 events) or 40 hours (10 events)) applies to all 
load at a single CEP service pdnt. A Customer may not split load at a single CEP service point among multiple duration 
options. Customers with multiple CEP service points may designate different choices of the total durakn of Critical Events 
for different service points. 

A single Critical Event is limited to no more than 4 hours in duration. 

The sum of the durations of all Critical Events (Maximum Annual Duration) shall be no more than 20 hours for the 5 event 
option, and 40 hours for the 10 event option. 

A Customer receives 4 hours credit for any single Critical Event to apply toward the Maximum Annual Duration, even if the 
duration of the event is less than 4 hours. 

At least four hours of prior notice shall be provided for each interruption event. 

The Customer will provide communication equipment (e.g., telephone line, paging, or wireless service, relays, RTU’s 
(remote transmitting units), meters, recorders, and related soflware and hardware infrastruchre) necessary toamply with 
data requirements including verification. The Customer must furnish, install, own, and maintain all Company-approved 
equipment necessary for the Company to provide interruption notifcafon to the Customer from its master mbd station. 

Nothing herein prevents the Company from interrupting service for emergency circumstances, determined in the 
Company’s sole discretion. Emergency interruptions shall not count as interruption events for purposes of this Rider4 
CEP. 

10. Company shall not be liable for any loss or damage caused by or resulting from any interruption of service. 

11. The standard Rules and Regulations of the Company, as on file with the Arizona Corporation Commission, shall apply 
where not inconsistent with this rate schedule. 

Filed By: Raymond S. Heyman 
Title: 
District Entire Electric Service Area 

Senior Vice President, General Counsel 
Tariff No.: Rider-6 CEP 
Effective: DRAFt 
Page No.: 20f2 
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AECC SUPPLEMENTAL RESPONSE TO STAFF DATA REQUEST 

1. The Objection indicates that AECC opposes TEP’s proposed Rider-5 ISCC Shared 
Savings Factor (25%). Is this the only objection AECC has to TEP’s Rider-5 ISCC? If 
not, please describe in detail any other objections. 

Supplemental Response: 

AECC supplements its Response with additional information designated as (d), (e) and 
( f )  below. 

No. While the Shared Savings Factor represents the most serious problem with TEP’s 
proposed Rider-5 ISCC, AECC also objects to the terms of several other provisions, as 
explained below. 

@ Penalty for Failure to Interrupt 
AECC agrees that it is necessary to have a material penalty for failure to interrupt; 
however, TEP’s proposed penalty of ten times the incremental cost of power is 
disproportionate to the size of demand credit that TEP is proposing, particularly in light 
of TEP’s proposed “shared savings factor.” Specifically, if a shared savings factor is 
adopted (which AECC opposes, as stated above), then the same “shared savings factor” 
should be applied to the penalty price. In addition, the “second failure” referenced in the 
text needs to be defined with respect to a time period, specifically 12 months. 

AECC recommended alternative language for first two paragraphs of “Penalty for Failure 
to Interrupt” section: 

PENALTY FOR FAILURE TO INTERRUPT 
Customers failing to interrupt contract interruptible load for any interruption event during 
the billing month forfeits the discount for that billing month. A second failure of the 
Customer to comply with any mandated interruption for capacity constraints within 
twelve (12) months of the first failure may, in the Company’s sole discretion, result in the 
Customer being removed fiom this Pricing Plan for up to a twenty-four month period. 

Additionally, a Customerls failing to interrupt contract interruptible load for any 
interruption event shall purchase interruptible power taken during the event at a penalty 
price calculated as ten (1 0) times the incremental cost of power (higher of generated cost 
or market cost) taken in violation of the interruption order multiolied by any Shared 
Savings Factor. The Customer’s penalty payment shall be credited to the PPFAC 

(IiJ Maximum number of interruption events in any calendar day 
AECC recommends that a limit of two interruption events in any calendar day is more 
reasonable to encourage efficient program participation. AECC recommended alternative 
language: 
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1 1. The maximum number of interruption events in any calendar day is &me. 

(cJ Communication eauipment 
Proposed Term 12 lists examples of the type of communication equipment that may be 
necessary to comply with data requirements, including verification. AECC agrees that 
proper communication and data measurement is essential, but seeks clarification that: (1) 
TEP will not mandate the use of RTUs; and (2) currently-installed TOU meters are 
sufficient for data measurement purposes. 

Supplemental information: 

@ Nomination of InterruDtible Load by Customer 

This provision addresses the customer’s designation of its Interruptible Load. There is 
nothing specifically objectionable in this section; however, it requires clarification. It is 
the experience of AECC’s members that an Interruptible Tariff is best implemented 
through the Interruptible Customer specifying in advance the amount of itsfivm load, and 
then responding to an interruptible event by shedding all load down to the firm level. 
Defined in this manner, all load above the firm level is interruptibIe. AFCC recommends 
the following edit to the first paragraph of this section: 

Nomination will occur before April 15 of the calendar year of year interruption season. 
Participating Customers shall designate the portion of their load that is Firm Load (in 
kW). which shall not be subject to interruption. All remaining load shall be Interruptible 
Load 0. A Participating Customer shall also designate its choice for the Notice 
Requirement Option and the Maximum Annual Duration option. A Customer may only 
choose from the available options posted by the Company. 

(eJ Interruptible Credit 

Item (C) in this section provides that the demand charge will be annualized using a 50 
percent factor, i.e., 6 months of capacity value will be spread over 12 months. AECC 
does not object to the logic of this concept, but suggests that an option be available that 
allows the full credit to be available for the 6 summer months (with zero credit for the 6 
non-summer months). 

(fJ Terms and Conditions of Service #14 

This provision gives TEP the right to interrupt service for emergency purposes. AECC 
recognizes that occasional system outages may be unavoidable. However, the provision, 
as drafted, appears unduly open-ended. For example, it does not appear reasonable that 
an emergency interruption would not count as an interruption event. Further, if an 
Interruptible Customer has been subject to its maximum number of interruptions per the 
tariff and an emergency event occurs, the tariff should provide that an Interruptible 
Customer in this situation will not be treated any differently than a non-interruptible 
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customer (i.e., subject to emergency interruptions on the same basis). AECC 
recommends the following change to provision 14: 

14. Nothing herein prevents the Company fiom interrupting service for emergency 
situations, determined in the Company’s sole discretion. Emergency interruptions shall 
net count as interruption events for purposes of this Rider. During an emergency 
situation, Interruutible Customers that have already been subjected to the Maximum 
Annual Duration of interruptions will be treated on a non-discriminatorv basis relative to 
non-interruptible customers for the uumoses of the Comuany’s determination whether to 
intemmt the Customer’s service. 
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DIRECT TESTIMONY OF KEVIN C. HIGGINS 

INTRODUCTION 

Q. 

A. 

Please state your name and business address. 

Kevin C. Higgins, 21 5 South State Street, Suite 200, Salt Lake City, Utah, 

84111. 

By whom are you employed and in what capacity? Q. 

A. I am a Principal in the firm of Energy Strategies, LLC. Energy Strategies 

is a private consulting firm specializing in economic and policy analysis 

applicable to energy production, transportation, and consumption. 

Are you the same Kevin C. Higgins who pre-filed direct testimony in this case 

on behalf of Freeport-McMoRan Copper & Gold Inc. and Arizonans for 

Electric Choice and Competition (“AECC”)’ on the subjects of revenue 

requirements and cost of service / rate design? 

Q. 

A. Yes, I am. 

OVERVIEW AND CONCLUSIONS 

Q. 

A. 

What is the purpose of your settlement testimony? 

I am testifying in support of the Proposed Settlement Agreement 

(“Settlement Agreement”) filed by the ACC Staff on behalf of the Agreement’s 

Signatories on February 4,2013. The proposed Agreement provides a 

Henceforth in this testimony, Freeport-McMoRan Copper & Gold Inc. and AECC collectively will be 
referred to as “AECC.” 
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comprehensive resolution of the issues in the Tucson Electric Power (“TEP”) 

general rate case. 

Were you personally involved in the negotiations that resulted in the 

Settlement Agreement? 

Yes, I participated in the negotiations on behalf of AECC. 

What is your recommendation to the Commission with respect to the 

Settlement Agreement? 

I recommend that the Settlement Agreement as submitted by the 

Signatories be approved by the Commission. In my opinion, the Settlement 

Agreement produces just and reasonable rates and is in the public interest. 

Does AECC support the entire Settlement Agreement? 

Yes. The Settlement Agreement is a package that was crafted through 

extensive negotiations among many parties. AECC is recommending adoption of 

each provision in the Settlement Agreement as a package deal. 

How is your testimony in support of the Settlement Agreement organized? 

First, I offer some summary comments on the overall Settlement 

Agreement. I follow that with a more detailed discussion of provisions of the 

Settlement Agreement that are of general importance and certain other provisions 

that are of particular interest to AECC. I conclude my testimony with a 

discussion of certain issues raised by Commissioner Pierce in his letter to the 

parties dated February 1,201 3. 
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OVERALL AGREEMENT 

Q. 

A. 

0 

0 

a 

0 

Please provide a general overview as to why you believe the Settlement 

Agreement is in the public interest and should be adopted. 

AECC is a customer group. Accordingly, I participated in the Settlement 

Agreement negotiations from the vantage point of customers in general, with a 

particular emphasis on the perspective of business customers. In providing a 

comprehensive resolution of the issues in the TEP general rate case, the 

Settlement Agreement offers the following benefits to customers: 

It establishes a level of base revenues for TEP that allows the Company a 

reasonable opportunity to earn a fair return on its investments, while minimizing 

the rate impact on customers as much as reasonably possible. 

It proposes a reasonable rate of return and capital structure for TEP that equitably 

balances the interests of shareholders and customers. 

It spreads the overall base rate increase among customer classes in an equitable 

manner. 

It cures a number of rate design problems in the Company’s filed case, enabling 

customers to continue to respond to good price signals through well-designed 

time-of-use (“TOU”) rates. 

It provides for a reasonable amortization period for recovery of energy efficiency 

investments and an equitable mechanism for cost recovery. 

It provides a narrowly-tailored Lost Fixed Cost Recovery (“LFCR”) mechanism 

in lieu of full revenue decoupring, while offering an opt-out rate design for 

residential customers who choose not to participate in the LFCR. For customers 
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with billing demands of 3000 kW or greater, the settlement agreement addresses 

through rate design TEP’s concerns over fixed cost recovery associated with 

energy efficiency investments. 

DISCUSSION OF SPECIFIC ISSUES 

Q. In your direct testimony you recommended that TEP’s proposed revenue 

requirement for its base rates be reduced by at least $44.5 million prior to 

taking into account adjustments that may be offered by other parties. Does 

the Settlement Agreement adequately address the revenue requirement 

issues you raised in your direct testimony? 

A. Yes. In its filed case, TEP proposed to increase its base rates by $127.8 

million. The recommended adjustments in my direct testimony reduced this 

revenue requirement increase to $83.2 million. The Settlement Agreement results 

in a base revenue increase of $76.2 million. [Section 2.11 However, it also 

provides for approximately $5.1 million in sulfur credits and $12.9 million in lime 

expense to be moved from base rates to the PPFAC. [Attachment A] After 

accounting for this reclassification of approximately $7.8 million (net), the final 

revenue requirement recommended in the Settlement Agreement is very close to 

the revenue requirement I had recommended in my direct testimonyq2 

The Settlement Agreement reflects revenue requirement adjustments 

proposed by Staff, RUCO, and AECC. It incorporates a number of specific 

adjustments I had recommended in my testimony, as well as variants of other 

Applying the same reclassification to the recommended revenue requirement in my direct testimony 
produces a revenue requirement increase of $75.4 million, which is within $1 million of the $76.2 million 
recommended in the Settlement Agreement. 

HIGGMS / 4 



1 

2 

3 

4 Q* 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

I5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

adjustments I had recommended. Taken as a whole, the Settlement Agreement 

adequately addresses the revenue requirement issues I raised in my direct 

testimony. 

Does the Settlement Agreement result in a return on equity and capital 

structure that is reasonable? 

Yes. In its direct case, TEP proposed a return on equity (“ROE”) of 

10.75%, which represented an increase of 50 basis points over the 10.25% ROE 

approved in Decision No. 70628, issued December 12,2008, in Docket No. E- 

01933A-07-0402. In my direct testimony, I observed that the 10.25% ROE that 

TEP was awarded in 2008 exactly matched the median ROE approved for electric 

utilities in the United States that year. I further observed that in 20 1 1 the median 

approved ROE had fallen to 10.15%, and for the first three quarters of 20 12, it 

had fallen to 10.05%. Based in part on this information, I incorporated an ROE 

of 10.1% into AECC’s overall revenue requirement. The Settlement Agreement 

proposes an ROE for TEP of 10.0% [Section 4.21, which is consistent with these 

fundamental relationships and lies within the range of reasonableness. 

Settlement Agreement also provides for a rate of return of 0.68% on the fair value 

increment of rate base [Section 4.31, which I believe is reasonable in light of the 

requirements of the Arizona constitution. 

The 

In its filing, TEP had proposed the approval of a hypothetical capital 

structure consisting of 54 percent debt and 46 percent equity. In my direct 

testimony, I argued that the Company’s proposal unduly increased its revenue 

requirement; I recommended that the Company’s proposal be rejected in favor of 

using its actual capital structure which I estimated at the midpoint of 2012. The 
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Settlement Agreement recommends the adoption of TEP’s actual capital structure 

of 55.97% long-term debt, 0.53% short-term debt, and 43.5% common equity, 

measured at the end of the 201 1 test period. [Section 4.11 The use of the 

Company’s actual capital structure in the Settlement Agreement is reasonable and 

is fair to both TEP and customers. 

Does the Settlement Agreement result in a spread of the rate increase across 

customer classes that is fair? 

Yes. In my direct testimony I proposed an equal percentage base rate 

increase, inclusive of fuel-related costs, across customer classes, and explained 

the basis for such an approach. The Settlement Agreement adopts a similar 

approach by proposing a uniform percentage increase, inclusive of fuel-related 

costs, for all customer classes except Residential and Small General Service, with 

the latter two classes receiving a percentage increase that is moderately less than 

the uniform increase applied to all other classes. In the context of the overall 

Settlement Agreement, the largely uniform percentage increase, with the modest 

reduction for Residential and Small General Service, is reasonable. 

Attachment B shows an average percentage increase of 13.3 percent for all 

customers. Will the average customer typically experience an overall 

increase of this amount? 

No. Attachment B shows the average increase in base revenues relative 

to the test period revenues, inclusive of fuel, which is an appropriate benchmark 

in a general rate case. However, the Settlement Agreement also proposes that the 

timing of the base rate increase be coordinated with the next change in the PPFAC 

Adjustor, which, partly as a result of the settlement terms, would be reduced from 
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a charge of $O.O07696/kWh to a credit of $O.O0138/kWh. [Section 6. I] This large 

reduction in the PPFAC will offset a substantial portion of the base rate increase 

for most customers. Consequently, the bill for a residential customer using the 

annual average of 767 kWh per month will increase by less than $3 .OO per month. 

[Section 3.11 

In your direct testimony on cost-of-service issues, you objected to the cost-of- 

service methodology used by TEP to allocate production and transmission 

costs to customer classes and you presented two alternative cost-of-service 

studies that employed methodologies used by other utilities in Arizona. 

Does the Settlement Agreement adopt any particular cost-of-service 

methodology? 

No. The Settlement Agreement makes no references to any party’s 

recommended cost-of-service methodology. 

In your direct testimony on cost-of-service issues, you raised a number of 

concerns regarding various TEP rate design proposals. Does the Settlement 

Agreement adequately address those concerns? 

Yes. In my direct testimony I expressed particular concern about TEP rate 

design proposals that would have significantly reduced the incentive for 

customers to shift their energy and demand usage to off-peak periods to take 

advantage of lower power production costs. This change would have been 

particularly harmful to businesses that had organized their production schedules to 

fit the time-of-day parameters in TEP’s TOU rate schedules. 

In negotiating the Settlement Agreement, TEP agreed to withdraw the 

most problematic structural changes in its filing and worked with AECC and other 

HIGGINS / 7 
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parties to develop a TOU rate design that maintains the current price signals for 

LGS and LLP customers to shift power usage off-peak as much as practicable. 

TEP also agreed to withdraw its proposal for a 100 percent demand ratchet 

and agreed to the compromise ratchet of 75 percent that I had recommended in 

my direct testimony. 

In your direct testimony on cost-of-service issues, you also raised concerns 

regarding TEP’s proposed unbundled rate components. Does the Settlement 

Agreement adequately address those concerns? 

Yes. In my direct testimony, I questioned the relationship between TEP’s 

proposed delivery charges and the proposed charges to recover fixed generation 

costs for LLP customers and argued that the proposed unbundled rates were not 

reflective of the underlying cost relationships between these functions. In 

negotiating the Settlement Agreement, TEP agreed to redesign the unbundled 

components in its tariff to align them much more closely with underlying cost 

relationships. This improvement is incorporated into the unbundled components 

of the rate schedules filed by TEP in this case. 

In your direct testimony on cost-of-service issues, you called for changes in 

TEP’s tariff to state that customers taking service at 138 kV or above are not 

subject to the delivery charges stated in the unbundled portion of the tariff. 

Has this issue been addressed in the Settlement Agreement? 

Yes. The Settlement Agreement provides that in its next general rate case, 

TEP will propose a rate for customers that take service at 138 kV or higher. 

[Section 20.61 Although TEP’s tariff in this case has not been modified as I had 

recommended, this provision in the Settlement Agreement will provide a means 
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for this issue to be considered more thoroughly in the next general rate case. 

AECC agreed to defer consideration of this issue in the spirit of compromise. 

In your direct testimony on cost-of-service issues, you recommended 

adoption of the interruptible tariff that TEP filed in Docket No. E-01933A- 

07-0402, subject to certain modifications you proposed. How does the 

Settlement Agreement address this issue? 

As I discussed in my direct testimony, the settlement agreement approved 

by the Commission in the 

interruptible tariff within 90 days of the effective date of the Commission’s 

approval of the agreement. TEP filed a proposed interruptible tariff in 2009 and 

AECC filed comments and objections requesting a hearing to resolve certain 

items in dispute. However, no further action has been taken. The Settlement 

Agreement sets out a schedule to facilitate the resolution of this matter as a 

compliance item. [Section 20.51 

Please explain your support for adoption of the LFCR in this case. 

general rate case required TEP to file an 

In the past several years, there has been considerable discussion in 

Arizona on the subject of full revenue decoupling, including the issuance of a 

policy statement by the Commission in 2010 on the subject. AECC has been 

steadfastly opposed to full revenue decoupling and considers the narrowly- 

tailored LFCR approach negotiated in the Settlement Agreement to be vastly 

superior to implementation of full revenue decoupling. First of all, any recovery 

of fixed costs through the LFCR mechanism is limited to fixed costs associated 

with reductions attributable to energy efficiency and distributed generation; lost 

fixed costs attributable to other factors, such as weather and general economic 
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conditions are excluded. This limitation addresses one of AECC’s primary 

critiques of full revenue decoupling. 

Secondly, the LFCR is limited to a portion of distribution and transmission 

costs and excludes costs recovered through the customer charge and 50 percent of 

the distribution and transmission costs that are recovered through non-generation 

demand charges; this limitation appropriately recognizes that revenues fiom such 

charges are not as sensitive to changes in usage attributable to energy efficiency 

as are energy charges. 

Thirdly, the rate impact fiom the LFCR is capped at 1% per year, 

mitigating the potential rate impact on customers. [Section 8.41 

Fourthly, Residential customers have the ability to opt-out of the LFCR 

through an alternative rate design. [Section 8.21 This provides greater flexibility 

to customers. 

And fifthly, the Settlement Agreement appropriately recognizes that 

concerns over fixed cost recovery can be adequately addressed for larger 

customers through rate design, specifically by setting customer charges and 

demand charges to align properly with TEP’s fixed costs. [Section 8.51 

Despite these attributes of the LFCR relative to full revenue decoupling, 

AECC remains concerned about the inclusion of all LGS customers in the LFCR 

mechanism, as opposed to addressing fixed cost recovery from these customers 

through rate design. However, in the spirit of compromise, AECC supports the 

LFCR as designed in this case. AECC will monitor the application of the 

proposed LFCR going forward. 
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In your direct testimony on revenue requirements issues, you opposed TEP’s 

proposal for adoption of an Environmental Compliance Adjustor (“ECA”). 

Please explain AECC’s agreement to support adoption of the ECA in the 

Settlement Agreement. 

The ECA proposed by TEP in its initial filing was open-ended as to its 

potential rate impacts, whereas the Settlement Agreement caps the ECA surcharge 

at 0.25 percent of TEP’s total retail revenue. [Section 9.11 This cap provides the 

ratepayer protection necessary to gain AECC’s acceptance of this provision. 

In your direct testimony on revenue requirements issues, you discussed the 

ratemaking treatment of net operating loss (“NOL”) carryforward as it 

applies to TEP’s accumulated deferred income tax (“ADIT”) balance. How 

is this issue addressed in the Settlement Agreement? 

The Settlement Agreement accepts TEP’s ratemaking treatment of the 

NOL carryforward for establishing the revenue requirement in this case. 

However, the Settlement Agreement also provides that within sixty days 

following the final decision in this docket, TEP will make a filing proposing the 

Commission open a generic docket to address the appropriate accounting 

treatment of NOLs in future rate cases. [Section 20.21 This will provide the 

opportunity to address at a generic level my proposal for establishing a regulatory 

liability to capture going-forward benefits for customers when utilities are unable 

to realize fully the cash benefits from accelerated tax depreciation during the test 

period of a rate case. It will also provide the opportunity to consider other 

approaches to this issue. j 
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Q. In your direct testimony on revenue requirements issues, you recommended 

that the PPFAC be modified to include a risk-sharing mechanism. You also 

opposed TEP’s proposal to include 100 percent of TEP-owned solar 

generation in base rates, including costs above the Market Cost of 

Comparable Conventional Generation. Neither of these positions you 

advocated are included in the Settlement Agreement. Have you changed 

your testimony on these matters? 

A. I have not changed my opinion on these topics as isolated matters or when 

these topics are viewed in the context of TEP’s initial application. However, the 

overall settlement package contains enough benefits to customers that I have 

concluded that it is in the public interest to move forward with this entire package, 

including certain items with which I may disagree in isolation. Such is the nature 

of negotiation and compromise. 

RESPONSE TO LETTER FROM COMMISSIONER PIERCE 

Q. Have you reviewed the letter to the parties filed in this docket by 

Commissioner Gary Pierce on February 1,2013? 

A. Yes, I have. Commissioner Pierce notes that the Preliminary Settlement 

Term Sheet filed in this docket indicated that TEP would implement an Energy 

Efficiency (“E,”) Resource Plan that is intended to treat energy efficiency and 

demand-side management in a manner similar to a generation resource. Pursuant 

to the plan, TEP would invest in cost-effective energy efficiency programs that 

have been approved by the Commission and earn the rate of return established in 
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1 this case on that investment. The investment costs and the return on the 

investment would be recovered through an after-the-fact DSM surcharge. 

Commissioner Pierce’s letter offers a number of comments that raise 

several questions concerning this proposal, which in the Settlement Agreement is 4 

contained in Section VII. 5 

In particular, Commissioner Pierce questions the relationship between an 6 

EE model, on the one hand, that provides for a return on TEP’s EE investment, 7 

and the presumed need, on the other hand, for Commission mandates for TEP to 8 

invest in cost-effective EE programs. Specifically, Commissioner Pierce states 9 

that he “would expect parties who advocate for the adoption of a settlement 10 

agreement that would allow TEP to rate base its energy efficiency and demand- 11 

side management costs, to simultaneously advocate for TEP to be permanently 12 

13 exempted from the Commission’s energy efficiency rules.” 

14 Q. Do you wish to respond to Commissioner Pierce’s statement? 

Yes. I think that Commissioner Pierce’s point is well taken. AECC has 15 A. 

consistently advocated that the funding levels for utility-sponsored EE 16 

investments should consider not only the projected cost-effectiveness of the EE 17 

programs, but also the current-day rate impact of funding them. For example, 18 

AECC recently included the following statement in its comments to the Salt River 19 

Project Board as part of SW’s 2012 Pricing Process: 20 

In its 2012 Pricing Plan proposal, SRP indicates that funding for EE and 
Renewable Energy programs is being increased and accelerated in response to 
customer and stakeholder feedback during a public process conducted during the 
spring of 201 1. However, AECC participated in that process and offered a very 
different message: AECC urged caution, sensitivity to price impacts, and an 
emphasis on cost-effectiveness over strict adherence to predetermined 

21 
22 
23 
24 
25 
26 
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sustainability targets. AECC specifically recommended that any rate increase to 
meet the sustainability program goals should be limited to a 0.25% impact on 
rates in a given year. 

The Settlement Agreement calls for adoption of an EE Resource Plan as 4 

proposed by Staff. AECC supports this provision in the Settlement Agreement as 5 

part of the overall package. At the same time, it is my understanding that the 

Settlement Agreement is not intended to hinder any efforts the Commission may 

6 

7 

wish to undertake to revise its EE policies. So, for example, adoption of the 

Settlement Agreement by the Commission and, with it, adoption of Staffs 

recommended EE Resource Plan for the coming year, should not preclude the 

Commission from exempting TEP from the EE Rules going forward, if the 

8 

9 

10 

11 

Commission determines that such an exemption is appropriate. Alternatively, the 

Commission could consider amending the EE Rules to address the situation of an 

12 

13 

electric utility that recovers its EE funding using a return on investment approach. 14 

15 Q. Are there other issues raised in Commissioner Pierce’s letter to which you 

wish to respond? 

Yes. A related question in Commissioner Pierce’s letter concerns the 

16 

17 A. 

appropriateness of charging customers for EE costs through a separate DSM 18 

surcharge if EE costs are being treated as a rate base item. Commissioner Pierce 19 

notes that he is not necessarily opposed to a separate surcharge. 20 

In response, I recommend that the Commission retain a separate DSM 21 

22 surcharge even if EE costs are booked as a regulatory asset and treated 

comparably to a component of rate base. I believe it still makes sense to 23 

separately state these costs and make them known to the public. 24 
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17 A. 

If energy efficiency is treated like a resource, why should recovery of EE 

program costs occur through a separate charge on customers’ bills? 

Energy efficiency may be a resource, but its character is fundamentally 

different from other resources. Unlike supply-side resources, the entirety of the 

“output” from energy efficiency - and the overwhelming share of the benefits 

from it - accrue directly to the program participant(s). Under the current and 

proposed EE plan, TEP’s investments in energy efficiency do not actually 

“belong” to TEP nor are they held by TEP on behalf of customers as a whole, but 

rather are the private property of the program participants who tapped into the 

pool of EE funding to undertake their projects. Because the “output” and 

benefits from utility energy efficiency programs are so strongly segmented based 

on participation and non-participation, it is important as a matter of transparency, 

for the costs of EE programs to be separately stated on customers’ bills so that 

customers can be aware of the cost. Awareness of the charge might also prompt 

more customers to participate in the programs. 

Does this conclude your settlement testimony? 

Yes, it does. 
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DIaECT TESTIMONY OF KEVIN C. HIGGINS 

Q. 

A. 

Please state your name and business address. 

Kevin C. Higgins, 215 South State Street, Suite 200, Salt Lake City, Utah, 

84111. 

By whom are you employed and in what capacity? Q. 

A. I am a Principal in the firm of Energy Strategies, LLC, Energy Strategies 

is a private consulting firm specializing in economic and policy analysis 

applicable to energy production, transportation, and consumption. 

Are you the same Kevin C. Higgins who previously filed direct testimony in 

this docket in support of the Settlement Agreement on behalf of Freeport- 

McMoRan Copper & Gold Inc. and Arizonans for Electric Choice and 

Competition (“AECC”)’, and also 

revenue requirements and cost of servicehate design? 

Q. 

d direct testimony on the topics of 

A. Yes, I am. 

OVERVIEW AND CONCLUSIONS 

Q. 

A. 

What is the purpose of your rcsponsive testimony? 

I am responding to the testimony in partial opposition to the proposed 

Settlement Agreement submitted by Jeff Schlegel on behalf of the Southwest 

’ Henceforth in this testimony, Freeport-McMoRan Copper & Gold Inc. and AECC collectively will be 
referred to as “AECC.” 
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Q. 

A. 

Energy Efficiency Project. It is my understanding that Mr. Schlegel’s partial 

opposition is also supported by the Sierra Club. 

Please summarize your responsive testimony. 

I recommend that the Commission reject Mr. Schlegel’s recommendation 

to require TEP to file a proposal for full revenue decoupling. 

LOST FIXED-COST RECOVERY VERSUS DECOUPLING 

Q. What does Mr. Schlegel recommend with respect to the Lost Fixed Cost 

Recovery (“LFCR”) mechanism proposed in the Agreement? 

A. Mr. Schlegel recommends that the Commission reject the LFCR 

mechanism and require TEP to file a proposal for full revenue decoupling. 

What is your response to Mr. Schlegel’s position? Q. 

A. Mr. Schlegel’s recommendation should be rejected by the Commission. 

There is strong customer opposition to full revenue decoupling in Arizona. This 

opposition was very pronounced in the Arizona Public Service Company (“APS”) 

general rate case, Docket No. E-01 345A- 1 1-0224, concluded last year, in which 

representatives of a wide spectrum of customer interests - from small customers 

to large customers - weighed in against adoption of the revenue decoupling 

proposal filed by APS, The parties to that case compromised and negotiated a 

lost fixed cost recovery mechanism that is very similar to the LFCR mechanism 

being proposed in the TEP Settlement Agreement. I note that Mr. Schegel also 

opposed the lost fixed cost recovery mechanism adopted in the APS case. 

The stated objective of revenue decoupling is to remove a utility’s 

financial disincentive to support energy efficiency, and by extension, to 
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implement any Commission-mandated energy efficiency requirements. TEP 

proposed an LFCR mechanism in its direct testimony, rather than full revenue 

decoupling, as a means to accomplish these objectives. TEP’s support of the 

LFCR mechanism, as presented in the Company’s Application and in the 

Settlement Agreement, is by itself sufficient grounds to refrain from imposing fill 

revenue decoupling: if the entity that decoupling is intended to “protect” 

concludes that full decoupling is not necessary, there is no good reason to impose 

decoupling over the objections of customers. 

Representatives of a diversity of customer interests - such as RUCO, 

AECC, and Kroger, as well as entities with an interest in advancing energy 

efficiency and demand side management, such as Opower and EnerNOC, have 

signed on in support of the LFCR mechanism contained in the Settlement 

Agreement. 

Revenue decoupling is not an end in itself. Just the opposite is true: 

revenue decoupling is intended to address a very specific problem - utility 

financial disincentives - and winds up capturing many unrelated effects, such as 

weather, economic conditions, and changes in customer class composition. If the 

specific problem that revenue decoupling is intended to address is adequately 

addressed through an alternative approach - and the utility, its customers, and the 

regulatory Staff agree on that alternative approach -then an overly-broad full 

decoupling mechanism should certainly be avoided. I believe it would be unwise 

for the Commission to override the Settlement Agreement in favor of Mr. 

Schlegel’s recommendation that TEP be ordered to file a full revenue decoupling 

proposal, 
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I Q. Does this conclude your responsive testimony? 

2 A. Yes, it does. 
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Q.1 

A, 1 

Q-2 

A.2 

4.3 

A.3 

Please state your name, business affiliation and business address. 

My name is Mona Tierney-Lloyd. 

EnerNOC, Inc. (“EnerNOC”). 

California 93430. 

I am Director, Western Regulatory Affairs, for 

My business address is P. 0. Box 378, Cayucos, 

Please describe the nature of EnerNOC’s business activities, and particularly those 

activities which are relevant to the subject matter of this preceding. 

EnerNOC is an implementer of commercial and industrial customer energy management 

solutions, including demand response and a suite of energy efficiency services which 

provide continuous savings through software and services. EnerNOC has approximately 

8,500 MW of dispatchable demand response available to provide peak capacity 

reductions either through contractual relationships with utilities or participating in 

organized wholesale markets in North America, the United Kingdom, Australia and New 

Zealand. EnerNOC has a contractual relationship with Tucson Electric Power Company 

(“TEP” or “Company”) to provide demand response services through TEP’s Direct Load 

Control (DLC) Program. EnerNOC is an ‘‘implementation contractor” (IC) to TEP. 

Please describe your position responsibilities with EnerNOC. 

I am a Director of Western Regulatory Affairs for EnerNOC. In my position, I am 

responsible for representing EnerNOC’s interests before utility regulatory agencies in 

California, Arizona and New Mexico. Those interests include (i) protecting the value of 

existing contracts from changes in the regulatory environment, (ii) advocating for the 

approval of contracts by regulatory agencies, (iii) advocating for expanded opportunities 

for third-party administered programs for energy efficiency and demand response and 

(iv) for the incorporation of energy efficiency and demand response into resource 

planning proceedings. 
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4.4 

A.4 

Q-5 

A S  

Have you previously presented testimony before this Commission or regulatory 

commissions in other jurisdictions? 

Yes. Most recently, I testified before the Arizona Corporation Commission ("ACC") in 

support of the Revised Implementation Plan in TEP's 2011 Energy Efficiency 

Implementation Plan proceeding in Docket No. E-01933A-11-0055. Previously, I have 

testified in Case No. U-000-84-165, participated in the ACC's Energy Efficiency 

Rulemaking (Docket Nos. E-00000J-08-03 14 and E-00000C-09-0427), and provided 

public comment in ACC Open Meetings on various matters, including in support for 

approval of the Commercial Direct Load Control Program (Docket No. E-01933A-07- 

0401). 

In addition, I have filed testimony in California Public Utilities Commission 

Docket Number R. 12-03-014, the Long-Term Procurement Proceeding for all California 

Investor-Owned Utilities (IOUs), wherein EnerNOC testified as to the ability for demand 

response to provide fast-response resources to displace the need for conventional 

resources in a local area. I also have testified before the Minnesota Public Utilities 

Commission in Docket No. E-999/CI-09-1449, about the value of third-party demand 

response providers, and before the New Mexico Public Regulatory Commission in Case 

No. 09-00257 in support of preserving the existing load management programs, including 

EnerNOC's contract with Public Service of New Mexico (PNM). 

Finally, in positions preceding my employment with EnerNOC, I have testified in 

various dockets in various other state proceedings. 

What is the purpose of your Direct Testimony in this proceeding? 

The purpose of my Direct Testimony is to support TEP's Lost Fixed Cost Recovery 

(LFCR) proposal and the Energy Efficiency @E) Resource Plan proposal discussed in the 

prepared Direct Testimony of TEP witnesses David Hutchens and Craig Jones. 
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Q.6 

A.6 

4.7 

A.7 

4.8 

A, 8 

Does EnerNOC have a business relationship with TEP which will be impacted by 

the Commission’s decision in this proceeding? 

Yes. 

Please describe the nature of that business relationship. 

EnerNOC has a four-year contract with TEP to provide commercial load curtailment 

services pursuant to TEP’s Commercial Direct Load Control (“DLC Program”). 

EnerNOC provides TEP with fum capacity curtailment services from TEP’s commercial 

and industrial customers. More specifically, TEP pays EnerNOC for load reductions and 

EnerNOC pays the customers to curtail their demand as directed. In that regard, 

EnerNOC provides the customers with equipment that communicates real-time energy 

usage information to EnerNOC’s network operations center (NOC), the customer and 

TEP. EnerNOC also provides the customers with a site analysis and a detailed energy 

curtailment plan. The maximum capacity of the contract with TEP is 40 megawatts 

(MW). The capacity can be dispatched by TEP up to 80 hours per year. 

Please briefly describe the benefits of the DLC Program to TEP and to its 

customers. 

The DLC Program provides several benefits to both TEP and its customers, participants 

and non-participants alike. The DLC Program gives TEP the ability to call upon the 

program when its demand is approaching peak conditions. The DLC Program gives TEP 

the flexibility to call upon its demand resources as an alternative to procuring incremental 

supplies in the wholesale market or to avoid dispatching a less efficient generator. The 

DLC Program can also be used to provide support when unexpected transmission or 

generation outages occur, providing reliability support. 

By dispatching the DLC Program, TEP’s participating customers reduce their 

demand and thereby (i) reduce stress or congestion on the distribution or transmission 

system, (ii) obviate the need for higher-priced capacity or energy resources, and (iii) 
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contribute to the reserve margin for planning purposes. The DLC Program is distributed 

across TEP’s service temtory. It doesn’t require green field or brown field development 

permits or approvals or any new infrastructure investment. 

EnerNOC provides participating customers with all of the equipment necessary to 

participate at no charge to the customer. In addition, EnerNOC does an analysis of the 

customer’s premise and delivers a detailed curtailment execution plan to the customer. 

Customers also receive real-time access to their energy usage data on a five-minute 

interval basis through a web-based portal. The data access helps the customer to gain 

insight into how they can manage their energy usage and demand. Customers are paid 

for their performance. Participation in the DLC Program allows customers to control a 

portion of their energy costs and receive a payment for that modified behavior. In 

addition, reducing demand when requested by TEP provides benefits to the reliability and 

cost of operating the electrical system which benefits all customers. 

Further, EnerNOC insulates customers from any penalties for failure to perform. 

If customers fail to perform during program events, EnerNOC does not penalize the 

customer for that failure. However, EnerNOC is subject to penalties for performance as 

part of its contract obligations. EnerNOC manages the performance risk associated with 

its contract obligations through its portfolio design. In that way, EnerNOC can protect 

the individual customer from penalties by managing the performance of the entire 

portfolio. Customers who reduce their electricity demand when directed to do so, receive 

a payment for those reductions. Customers, who do not perform, do not receive a 

payment, but they do not incur a penalty either. Therefore, participation in the DLC 

Program is a no-cost, no-risk opportunity to the customer. In the difficult economic 

climate for businesses today, customers need any edge they can get to reduce operating 

expenses and improve the bottom line. The DLC Program is one way for customers to 

reduce their overall energy costs and provide a benefit to the system. 
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Q.9 

A.9 

Q.10 

A.10 

Please summarize TEP’s LFCR Proposal. 

TEP has proposed a LFCR Mechanism that would allow TEP to recover a contribution 

toward its fixed costs that are lost when sales are reduced or remain flat, yet the costs to 

provide electricity service to customers continue to increase. In that regard, TEP has 

proposed that it would make an annual filing to the ACC based upon the Measurement, 

Evaluation and Research calculations of EE savings and the calculation of electricity 

sales reduction related to distributed generation (DG) associated with the Renewable 

Energy Standard (REST). 

Please summarize TEP’s EE Resource Plan. 

TEP’s EE Resource Plan Proposal would include a 3-year investment plan for EE 

Programs, and amortize the recovery of those investments over a 4-year period for each 

year of the investment plan. In so doing, TEP would treat EE investments in a manner 

comparable to other resource investments: it would depreciate the investment over four 

years and earn an authorized rate of return on the investment. Recovery of the annual 

investments over a four-year amortization period would lessen the rate impacts on 

consumers. 

Presently, TEP recovers its costs of implementing EE investments as an expense 

through its EE Implementation Plans. The Commission reviews these EE 

Implementation Plans, approves program budgets and authorizes TEP to recover its costs 

through a demand-side management surcharge (DSMS). TEP’s position in this 

Proceeding attempts to align the manner in which EE Programs are funded with other 

supply-side resources. This approach solidifies the role of EE Programs into TEP’s 

resource decisions. As indicated in TEP’s Integrated Resource Plan (April 2012), EE 

Programs will comprise a significant component of TEP’s overall resource base by 2022, 
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13.36%.’ Therefore, it makes sense to treat EE resources comparably to traditional 

generation resources. 

Furthermore, TEP’s proposed EE resource plan is highly cost-effective, which 

will lead to an optimal balance between future supply-side and demand-side resources? 

The Southwest Energy Eficiency Project (SWEEP) produced a study in October 2012 

called the “$20 Billion Bonanza”. The study calculates the costs and benefits of EE 

programs throughout the southwest and mountain states (AZ, CO, NV, UT, NM and 

WY). In summary, $17.3 B in EE investments returned $37 B in utility system and 

public health benefits. Relative to Arizona, the SWEEP analysis shows the benefit to 

cost ratio for state programs to be 2.33.3 That means for every dollar spent, there are 2.33 

times the benefit, For the DLC Program, the benefit to cost ratio was 2.56. 

Q.11 Why does EnerNOC support TEP’s LFCR and EE Resource Plan Proposals? 

A. 11 As a general proposition, it is paramount to the continuance of an Energy Eaciency 

Standard (EES) that the barriers to utility acceptance be addressed. In that regard, TEP’s 

compliance with the EES absent a decoupling mechanism would result in revenue erosion 

and the potential for TEP to be unable to make a contribution toward fixed cost recovery 

because TEP would be selling fewer units of electricity. If TEP’s costs do not reduce 

commensurately with its revenue, it will have erosion of its ability to earn a reasonable 

return on its investments. Generally, commissions recognize that energy efficiency 

policies have this affect of eroding revenue and that such erosion can be an obstacle to 

utility acceptance, even if there are sizeable benefits to consumers and society at large. It 

is important to have the support and commitment of the utility, which means removing 

economic barriers, for the success, continuity and longevity of EE Programs. 

If utilities face lost revenues, reductions in earnings and the inability to earn a fair 

rate of return, utilities could oppose or less actively implement such measures as being 

TEP IRP April 20 12, p. 2 1 
Id. at p. 166 
SWEEP’S “‘$20 Billion Bonanza” Report, October 201 2, p. xvii. 3 
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counter to the fiduciary responsibility of managing a utility company. Thus, ignoring 

revenue erosion issues puts the goals of the EES at risk; and, TEP’s LFCR proposal 

appears to represent a reasonable approach for mitigating that risk. 

With specific reference to TEP, the LFCR and EE Resource Plan Proposals 

provide revenue, rate and program stability to TEP, its customers and its ICs. In order for 

programs to be successful, the commitment and support must continue from the policy 

development, to implementation, including cost recovery and revenue protection. TEP 

already has demonstrated a commitment to complying with the ACC’s regulatory 

mandates, including the EES. TEP should have a reasonable assurance of recovery of its 

reasonably incurred costs and an opportunity to earn a fair rate of return. 

The LFCR is a form of a decoupling mechanism. Decoupling, breaking the 

relationship of sales and revenues, is one method of limiting revenue erosion as retail 

sales shrink. The revenues can be maintained, to varying degrees, despite the fact that 

actual units of sales are decreasing. These regulations create strong financial incentives 

for the utility to make cost-effective energy efficiency their top priority, offering them a 

profit opportunity for alternatives to supply-side resources. Indeed, m y  states have 

adopted decoupling mechanisms. According to a recent survey by the Institute for 

Electric Efficiency, 14 states have electric decoupling mechanisms, including California, 

Oregon and In addition, five states are awaiting decisions on their proposed 

decoupling  mechanism^.^ One of SWEEP’S program recommendations in its October 

20 12 Report was to “adopt decoupling or lost revenue recovery mechanisms for all IOUs, 

not just Arizona Public Service (APS) Company.6 

Even with decoupling, which would increase the cost of the programs, analysis 

has shown that the net benefits on a societal basis of implementing the EES far outweigh 

the costs and that decoupling may be necessary to minimize the reduction of the return on 

’ Institute for Electric Efficiency, “State Electric Efticiency Regulatory Frameworks”, IEE Report, July 2012. ’ Id. 
’ SWEEP‘S “$20 Billion Bonanza’’ Report, October 2012, p. 156. 
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equity (ROE).’ There are several other compelling arguments in favor of decoupling 

mechanisms, including: 

0 They tend to remove the utility incentive to promote load growth, and thus 

growth in expensive supply-side resources. 

a They do not require complex and sometimes contentious measurements of 

EE program load reductions. 

a They tend to expand the range of EE activities that the utility engages in, 

fostering innovation, economic growth, and local employment. 

TEP’s LFCR Proposal is a partial decoupling proposal 8s it provides an 

opportunity for TEP to recover revenues associated with lost sales resulting from 

implementation of the EES and the REST, but does not provide for revenue recovery 

associated with weather or economic variability. Additionally, TEP is placing a cap on 

the increase in the LFCR from year-to-year of 2%. That seems to be a very reasonable 

limit in upward rate pressure that customers could experience in any given year relative 

to a prior year. 

The EE Resource Plan provides a way for TEP to finance its EE investments in a 

manner comparable to other resource investments, to moderate the rate impact for 

customers and to provide program fhding continuity for ICs. Significant disruptions in 

program funding and continuity can completely undermine the EES. There are 

repercussions that flow from such disruption. 

ICs have invested in providing services in Tucson. There are resource dedication 

commitments that occur. Marketing plans and sales execution, contract management, 

information technology investments, regulatory support, etc. The costs for creating a 

new program in a new market are expensive. If revenues evaporate because funding has 

evaporated, then ICs have investment but with no return. The Same is true for customers 

who have made a corporate commitment to participate with certain expectations, 

’ Lawrence Berkeley National Laboratory’s “Preliminary Analysis of the Energy Efficiency Standard (EES) and 
)ecoupling for APS”, May 24,2010, pp. 36-37. 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1o 13 

2 

0 
z? 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

4.12 

A. 12 

4.13 

A.13 

Q.14 

A.14 

including revenue, upon which they can no longer plan. Regaining customer trust after 

such an experience isn’t easily achieved. Also, companies may decide that the business 

environment is too risky and deploy their resources elsewhere making it difficult to 

attract new investment capital. The repercussions from such disruptions are very difficult 

to overcome. 

What is the status of EnerNOC’s contract with TEP? 

The enrollment of customers into EnerNOC’s contract with TEP for purposes of 

participating in the DLC Program has been suspended due to the lack of approval of 

TEP’s Revised 201 1 EE Implementation Plan. 

Why was the DLC Program suspended? 

The Program was suspended due to lack of funding. More specifically, TEP filed for 

approval of its 201 1 EE Implementation Plan in January 201 1. TEP’s proposal initially 

was contested by several parties, followed by TEP reaching a settlement with all parties, 

except ACC Staff, The matter went to hearing in July 2012. Administrative Law Judge 

Jane L. Rodda issued a recommended Opinion and Order which is now before the ACC 

for a final decision. Without program funding, TEP concluded that it cannot afford to 

continue its EE program implementation and, thus, suspended further enrollment in EE 

programs, including EnerNOC’s contract. EnerNOC’s contract with TEP expires in 

2014. 

As a result of the events just described, EnerNOC has lost the opportunity to 

realize the full contract value due to the suspension of enrollment in 2012 continuing into 

2013. 

What are the implications of the suspension of the EE Programs? 

The suspension has created an environment of uncertainty as to the degree of regulatory 

support for the EES. It has halted the investment of companies like EnerNOC in the 
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Arizona market. It has also created uncertainty in the customer community as to whether 

they can count on the programs for the future. EE program implementation relies upon 

customer willingness to modify their electricity consumption behavior by retrofitting or 

replacing inefficient equipment, and changing behavior in response to pricing or 

incentives. But, it requires customers to make a commitment to do something differently 

than they were doing before. If programs are going to start and stop or come and go, 

customers won't make those behavioral changes because there isn't a perceived 

commensurate regulatory commitment to the program's continuation. 

Customers embrace EE for many different reasons. It may be social 

responsibility. It may be simple economics. The less the customer has to spend on 

electricity, the more it can put into its primary business and its employees. Without EE, 

there is only one direction for the cost of providing service to go: up. It will go up 

because more resources will need to be acquired to accommodate growing demand. 

During public comment at the hearing in Tucson in July 2012, many consumers 

and local contractors expressed their support for the continuation of the EE programs, 

even if it meant an increase in their rates. Many customers told tales of investing in EE 

and DG measures that resulted in zero electricity costs. Many contractors told stones of 

the rise of their businesses when they become EE contractors and the subsequent loss of 

business when the h d i n g  evaporated. It was very clear that the interruption in funding 

had an effect on local jobs in Tucson. 

As an IC, EnerNOC has made a significant investment in developing the business 

relationship with TEP and its customers. EnerNOC's ability to fulfill its contract With 

TEP has been significantly reduced, including reduced revenues to EnerNOC relative to 

its investment. EnerNOC has a four-year contract for 40 MW that expires in 2014 and 

EnerNOC has only been able to enroll about 1/3 of its total contract commitment to date. 
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Q.1 

A. 1 

4.2 

A.2 

Q-3 

A.3 

4-4  

A.4 

Prepared Direct Testimony 
Of 

Mona Tierney-Lloyd 
In Support of the Settlement Agreement 

for 
EnerNOC, Inc. 

Please state your name, business affiliation and business address. 

My name is Mona Tierney-Lloyd. I am Director, Western Regulatory Affairs, foi 

EnerNOC, Inc. (“EnerNOC”). My business address is P. 0. Box 378, Cayucos, 

California 93430. 

Are you the same Mona Tierney-Lloyd whose prepared Direct Testimony was 

filed with the Commission’s Docket Control in this proceeding on December 

21,2012? 

Yes, I am. 

Did EnerNOC participate in the settlement discussions which resulted in the 

Settlement Agreement that was fied in this proceeding with the Commission’s 

Docket Control on February 4,2013? 

Yes. The Company participated throughout those discussions, both through its 

attorney of record in this proceeding, and through my periodic communications 

with him and Tucson Electric Power Company (“TEP”) personnel involved in 

TEP’s Energy Efficiency @E) programs. EnerNOC was also an Intervenor in 

Docket No. E-0 1933A- 1 1-0055 and participated in that proceeding. 

Is EnerNOC a Signatory to the Settlement Agreement? 

Yes, it is. 
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Why does EnerNOC support the Settlement Agreement? 

To be more accurate, EnerNOC’s execution of the Settlement Agreement means 

that (i) EnerNOC supports those provisions of the Settlement Agreement which do, 

or conceivably could, affect EnerNOC, and (ii) the Company does not object to 

other provisions of the Settlement Agreement which do not implicate the 

Company. In particular, EnerNOC supports the Settlement Agreement because o 

the content of Article VII (Energy Efficiency Resource Plan) (EERP). 

Q.5 

A.5 

Q.6 

A.6 

Why does EnerNOC specifically support the provisions of Article MI, and thc 

EERP? 

EnerNOC supports the Settlement Agreement with respect to the EERP for thc 

following reasons: 

1. It adopts adequate annual funding for Commission-approved and effective 

EE programs; 

2. It treats EE investments and cost recovery on a basis comparable to other 

supply-side resources; 

3. It dampens rate impacts for consumers; 

4. It provides a funding mechanism for EE programs, implementation 

contractors and customers; 

5. It removes some of the economic disincentives to TEP engaging in EE 

programs by providing for a return on its investments and a reasonable 

period of time over which to recover its costs and return. 

EnerNOC supported TEP’s EERP as contained in TEP’s July 2,2012 original 

filing in this docket. Why is EnerNOC supporting the Settlement Agreement, 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A.7 

Q.8 

A.8 

Article VII, and the now revised EERP? 

EnerNOC supported TEP’s previous EERP for various reasons. At page 3, lines 5 

15 of my December 2 1, 20 12 prepared Direct Testimony, I discussed EnerNOC’: 

existing four-year contract with TEP to provide commercial load curtailmen 

services pursuant to E P ’ s  Commercial Direct Load Control Program (“DLC 
Program”). At page 3, Iine 17-page 4, line 26 of that testimony, I described the 

benefits of the DLC Program to both TEP and its customers. At page 9, line 17- 

page 11, line 4 of that testimony, I discussed (i) TEP suspension of funding of the 

DLC Program in the Spring of 2012, (ii) the impact of that suspension on 

EnerNOC and its contract with TEP, (iii) the implications of TEP’s suspension of 

funding at that time for all of its EE programs upon all concerned and impacted by 

such action, and (iv) the importance for TEP to have stability in the fmding 

mechanisms that translates into stable EE programs and stable regulatory support. 

While EnerNOC supported TEP’s proposal in its Rate Case Application, in the 

spirit of negotiating and supporting a comprehensive settlement of all issues 

contained in the case, Article VI1 of the Settlement Agreement addresses 

EnerNOC’s interests and concerns in this regard in an acceptable manner. 

Specifically, what aspects of Article VII does EnerNOC support? 

Section 7.1 of the Settlement Agreement provides that TEP will implement an 

EERP (“Plan” within the context of the Settlement Agreement) of the nature 

proposed by the Commission’s Staff in its previously filed prepared Direct 

Testimony. The Plan is intended to treat EE investments on a basis similar to 

typical supply resource investments in that it allows TEP to amortize the cost of its 

annual EE investments over a 5-year period and to earn a reasonable rate of return 
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on those investments. This section also requires that TEP invest in demonstrabl: 

cost-effective, and efficient, Commission-approved EE programs. This means tha 

TEP can recover its investments subject to a demonstration of effectiveness ant 

only for those programs that have been found to be cost-effective and approved b! 

the Commission, Therefore, the Commission, and all stakeholders, can participatc 

in a process to provide regulatory oversight of EE programs to ensure the% 

programs are providing the expected benefits, in excess of costs, to the system anc 

to ratepayers. 

Section 7.3 provides that, beginning March 1, 2013, TEP will resume 

funding EE programs previously approved by the Commission; and, TEP wil: 

request recovery of program costs so funded through the Plan. This provision is ol 

particular importance to EnerNOC and its ability to support the Settlemenl 

Agreement. The DLC Program was previously approved by the Commission on 

July, 2010 in Decision No. 71787, in which the Commission discussed both the 

DLC Program and EnerNOC’s related contract with TEP. Against that 

background, and the express language of Section 7.3, EnerNOC is optimistic thal 

the DLC Program will be among those EE programs on which TEP will resume 

funding beginning March 1,20 13. 

With reference to Section 7.4, EnerNOC understands that, as to programs 

previously approved by the Commission for which TEP has resumed funding 

beginning on March 1,2013, pursuant to Section 7.3, such resumed funding would 

not be disrupted or terminated by reason of the language of Section 7.4. Rather, 

that language addresses TEP’s funding obligation post-July 1, 2013, but does not 

interfere with the funding it has resumed on March 1,2013 through June 30,2013, 

assuming Commission approval of the EERP. 
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Q.9 
A.9 

Section 7.5 addresses the disposition of Docket No. E-O1933A-11-0055 

which involves TEP’s proposed 201 1-2012 EE Implementation Plan, upon which i 

decision by the Commission has yet to be rendered. EnerNOC has been an activc 

intervenor in that proceeding. Section 7.5 provides that TEP will file a reques 

with the Commission to close that docket, upon the effective date of rates approvec 

by the Commission in this proceeding, and Commission approval of the EERP. Ir 

such event(s), and assuming TEP’s interim performance pursuant to Section 7.3. 

EnerNOC will file an appropriate pleading in support of TEP’s request that Dockei 

No. E-0 1933A- 1 1-0055 be closed. 

Finally, with reference to Section 7.7, this section provides that TEP will 

conduct the Plan pursuant to the Plan of Administration (“POA”) set forth in 

Attachment “D” to the Settlement Agreement. EnerNOC has reviewed Attachment 

“D,” and discussed several of the h d m g  assumptions reflected in the POA with 

TEP personnel responsible for the administration of its EE programs on January 

28, 2013. Based upon our review and that discussion, EnerNOC is supportive of 

the proposed POA. 

What about Sections 7.2,7.6,7.8 and 7.9 of Article VII? 

Section 7.2 specifies an amortization plan of five (5 )  years will be used for EE 

investments made under the Plan, which EnerNOC supports. Section 7.6 provides 

a process for certain customers to petition the Commission for exemption from the 

DSM adjustor approved for TEP, if such customers can satisfy the requirements of 

Section 7.6. Section 7.8 addresses the manner in which the DSM surcharge is to be 

assessed and expressed as between residential and non-residential customers, upon 

adoption of the Plan. None of these provisions are applicable to EnerNOC; and, 
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Q.10 

A. 10 

Q.11 

A.11 

EnerNOC has no objection to any of them. 

Section 7.9 is intended by the signatory parties to make clear that thei 

agreement to and support of the Plan is not intended to intrude upon thc 

Commission’s policy prerogatives or standards with respect to EE. 

Is the Settlement Agreement, and the capitalization proposal for E1 
programs, consistent with the Commission’s EE Rules? If so, please Explain. 

Yes. Section 14-2-2410.1. of the EE rules states that “The Commission will review 

and address financial disincentives, recovery of fixed costs and recovery of net losi 

incomehevenue due to Commission-approved DSM programs if requested to do sa 

by the affected utility in its rate case and the affected utility provides 

documentationhecords supporting its request in the rate application.” 

Does the capitalization approach contemplated in Article VII of the Settlement 

Agreement remove TEP’s investments in EE programs from Commission 

oversight? 

No. There are still several opportunities for Commission oversight and approval or 

disapproval of TEP’s investments and cost recovery under the Settlement 

Agreement. For example, pursuant to Article 7.1, TEP will invest in cost-effective 

and Commission-approved programs. Secondly, TEP will only receive cost 

recovery for those investments upon a demonstration that the programs have 

achieved a minimum k W h  savings that is at, or below, the maximum cost per kwh. 

In that regard, TEP will file annual implementation plans on June 1 of each year, 

wherein any new program proposals will be submitted and examined by the 

Commission. Additionally, TEP will file annually, beginning on March 1, 2014, 
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for its Demand-Side Management Surcharge (DSMS) reset, to be implemented 

beginning on June 1 of each year following Commission review. Further, TEP will 

provide annual and mid-term progress reports to Commission Staff on March anc 

September, respectively, of each year. Thus, there are a number of ways througl 

which the Commission would continue to retain meaningful regulatory oversigh 

with respect to TEP’s EE programs. 

4.12 

A.12 

4.13 

A.13 

Are these EE resource investments necessary? 

Yes. In TEP’s 2012 Integrated Resource Plan (IRP), they project that they will 

have approximately 500 MW of energy efficiency and demand response to meel 

coincident peak demand by 2026.’ That amount will accrue over time only witk 

continuous development and investment. Further, without that 500 MW oi 

capacity from demand response (DR) and EE resources, TEP would have to invesi 

in some other resources to make up the difference. Given the passage of time 

between now and 2026, and potential restraints on the use of resources other than 

DR and EE, the ongoing role of DR and EE resources would appear quite 

important. 

EnerNOC supported TEP’s Revised Implementation Plan in Docket No. E 

01933A-11-0055, in which TEP proposed expense treatment for its EE 

programs. Which funding mechanism does EnerNOC now support? 

EnerNOC supports the Settlement Agreement as a negotiated resolution of the EE 

issues which have arisen in this case. As a result of its experience in Docket No. 

E-O1933A-11-0055, and its participation in the settlement discussions, EnerNOC 

TEP’s 2012 IRP, pp. 30-32. 
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supports the capitalization mechanism as a reasonable approach, Resolving EE 

funding through a rate case may resolve the difficulties that TEP experienced when 

its obligations under the EE Rules and its previous rate case settlement obligations 

were not synchronized. The proposed EERP seems to eliminate the potential for a 

future “disconnect” of a similar nature. Also, this synchronization occurring within 

the context of a general rate case proceeding may eliminate legal concerns that 

were expressed relative to this problem in Docket No. E01933A-11-0055. 

However, each approach is equally legitimate. EnerNOC’s support for a~ 

EE funding mechanism is based upon several important considerations: 

1. The stability of the source to provide adequate funding to support thc 

continuation of cost-effective, performing, Commission-approved E€ 

programs, resulting in the achievement of the targets contained in the EE 

Rules; 

2. The ability of TEP to recover its reasonable costs and earn a reasonable 

return; 

3. The removal of disincentives to TEP continuing to offer EE programs. 

Naturally, other factors need to be considered as well, including Commissioc 

oversight and review of program proposals and the rate impacts to consumers. 
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4.14 Why are these considerations important for successful implementation of EE 

Programs? 

A.14 As EnerNOC has stated in its previous testimony in support of the Revised 

Implementation Plan in Docket No. E-O1933A-11-0055 and its December 21,2012 

Direct Testimony in this case, stability of the fhding source and the continuity of 

the programs are of primary importance to EnerNOC as an Implementation 
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Contractor (IC). Disruption in the program funding and the resulting disruption ir 

the availability of EE programs and services have consequences that not only affeci 

TEP’s ability to achieve EE target goals, but also affect TEP’s and the IC’t 

relationship with the customer, the customer’s experience with the programs and 

ultimately, the programs’ effectiveness. It affects confidence in the programs, 

customer’s ability to plan their home or business’s energy expense, plans to invesl 

and implement energy efficiency measures, jobs associated with implementation 

contractors, material inventory management, etc. 

Customer recruitment to participate in EE programs is a labor- and resource- 

intensive effort. In EnerNOC’s case, it is not only the recruitment, but site visits to 

determine a customer’s potential to curtail, development of a curtailment plan, and 

providing enabling technologies and communication equipment to measure 

customer performance. EnerNOC makes an up-front investment with the 

expectation of performance. If that relationship fails to materialize due to funding 

unavailability, then EnerNOC cannot recover its costs, much less earn a return, and 

the customer’s expectations are not met. EE does not occur without customer 

cooperation, incentives and willingness. When there is a disruption in fimding or 

program activity, it takes additional trust-building, and effort, to repair those 

relationships. Once a sale is made, it is very important to be able to provide the 

service that was promised, when promised. 

As previously mentioned in EnerNOC’s testimony, EnerNOC has a finite 

contract with TEP to provide services, wherein a significant portion of that contract 

period has been under suspension, due to regulatory uncertainty as to TEP’s ability 

to timely recover its program investments. The suspension has significantly 

reduced EnerNOC’s ability to realize its contract potential, despite the fact that the 
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EE program, under which EnerNOC’s services are provided, was approved by the 

Commission in July 2010 in Decision No. 71787. Regulatory uncertainty creates 

business uncertainty and can be damaging to future business developmenl 

opportunities. 

For these reasons EnerNOC has been and is supportive of TEP’s position ir 

both this and the EE Implementation Docket, each of which are designed to ensue 

that TEP is given a reasonable opportunity to (i) recover its costs for services thal 

they have been directed to provide and (ii) provide TEP a reasonable opportunity to 

earn a return on their investment or a performance incentive. A return on 

investment or an appropriate incentive to invest can offset the potential loss of 

revenue otherwise associated with making fewer sales and not making investments 

in traditional generation resources. 

If TEP does not have a reasonable opportunity to recover its costs and an 

appropriate incentive or return, as they would for rate-based generation resources, 

then TEP conceivably could be inclined to continue to make rate-based generation 

investment decisions, even if EE investments are more cost effective. Addressing 

the disincentive to utility investments in EE is one of the keys to the success in 

choosing demand solutions over supply solutions. Many commissions have 

recognized that utilities have a built-in earning opportunity for supply-side 

investments that does not exist with demand-side investments without regulatory 

intervention. Said another way, if utilities can only expect revenue erosion as a 

result of EE implementation, they will be driven, from a strictly fiduciary 

responsibility to their shareholders, toward supply-side solutions, even if those 

investments are not the most efficient choices for consumers. 
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Q.15 

A.15 

4.16 

A.16 

If the Commission determines that the EERP is not appropriate, and insteac 

favors an expense mechanism, what would EnerNOC’s position be? 

As previously discussed, EnerNOC supports the Settlement Agreement and Sectior 

7 Plan approach. However, as acknowledged in Section 7.9 of the Settlemen 

Agreement, the Commission can make any determination it chooses with respect tc 

the EE portion (Article VII) of the Settlement Agreement. In the event 0: 

disapproval or a modification, EnerNOC would need to analyze the Commission’s 

decision, and consistent with Articles XXI and XXII of the Settlement Agreement, 

determine its position and how to proceed. 

However, it is our understanding that in its Testimony in Support of 

Settlement, TEP will be proposing a comparison option under the existing EE 
Rules for the Commission to consider in the event that it determines not to approve 

the EERT?. Nonetheless, EnerNOC believes that if the EERP is not adopted, the 

Commission should consider moving expeditiously to resume funding TEP’s cost- 

effective, Commission-approved EE programs for its customers (consistent with 

other utilities in the State like APS). It has been nearly a year since TEP’s EE 

programs have been suspended, pending resolution of their funding requests. 

Does that complete your Direct Testimony in support of the Settlement 

Agreement? 

Yes, it does. 
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Summary of Prepared Direct Testimony 
Of 

Mona Tierney-Lloyd 
In Support of Settlement Agreement 

On Behalf of 
EnerNOC, Inc. 

EnerNOC, Inc. (“EnerNOC”) provides valuable energy resources to utilities and grid 
3perators by providing energy management services to commercial, institutional and industrial 
xstomers by reducing real-time demand for electricity, increasing energy efficiency, improving 
mergy supply transparency in competitive markets and mitigating emissions. In that regard, 
ZnerNOC currently has a four-year contract with Tucson Electric Power Company (“TEP”) to 
xovide energy efficiency services to TEP customers under TEP’s Large Commercial Direct 
Load Control (“DLC”) Program. EnerNOC was selected by TEP to provide the services 
:onternplated under the DLC Program as a result of a competitive solicitation; and, the 
2ommission approved the DLC Program on July 12,201 0 in its Decision No. 71 787. 

Mona Tierney-Lloyd is Director, Western Regulatory Affairs, for EnerNOC. She has 
x-eviously testified before the Commission; and, last year she testified on behalf of EnerNOC in 
locket No. E-01933A-11-0055, which pertains to TEP’s 201 1 Energy Efficiency 
mplementation Plan. 

As indicated in Ms. Tierney-Lloyd’s prepared Direct Testimony in support of the 
Settlement Agreement, EnerNOC supports the same as they affect, or conceivably could affect, 
3nerNOC, and particularly the proposed Energy Efficiency Resource Plan (“EERP”) set forth at 
4rticle VI1 for the following reasons: 

1. It adopts adequate annual funding for Commission-approved and effective EE 
programs; 

2. It treats EE investments and cost recovery on a basis comparable to other supply- 
side resources; 

3. It dampens rate impacts for consumers; 

4. It provides a funding mechanism for EE programs, implementation contractors 
and customers; 

5. It removes some of the economic disincentives to TEP engaging in EE programs 
by providing for a return on its investments and a reasonable period of time over 
which to recover its costs and return. 

In addition, the EERP provides that TEP will resume funding of EE programs previously 
ipproved by the Commission beginning March 1, 2013. This is a particularly important aspect 
)f the EERP from EnerNOC’s perspective, since the DLC Program was approved by the 
:ommission in July 2010, and TEP suspended EE program funding in the Spring of 2012, due to 
egulatory uncertainty as to its ability to timely recover EE program costs. As Ms. Tierney- 
Joyd testifies, stability of the funding source and continuity of EE programs are of particular 
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Accordingly, for the reasons discussed by Ms. Tierney-Lloyd, EnerNOC supports the 1 1  EERP as a part of the Settlement Agreement. 
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3 

4 

importance to EnerNOC as an Implementation Contractor, as well as to TEP and those customers 
of TEP who desire to participate in its EE programs. 

Finally, EnerNOC believes that the provisions of the EERP provide the Commission with 
several ongoing opportunities to exercise regulatory oversight as to the content and cost- 
effectiveness of EE programs undertaken by TEP. 

c\users\angela\documents\larry\tepu012 rate case 12-029l\enernoc\m tlerney-lloyd test summ.doc 
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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Frank Grijalva My business address is 750 South Tucson Boulevard, Tucsan, Arizona 

857 16-5689. 

PLEASE DESCRIBE YOUR PRESENT POSITION, BACKGROUND, AND 

EXPERIENCE. 

I am the Business Manager/Fhancial Secretary for Intervenor Local Union 11 16, 

International Brothexbod of Electrical Workers, AFL-CIO, CLC (“IBEW Local 1 1 16”). 

The position of Business ManagerBinancial Secretary is an elected union position and, 

due to the retirement of my predecessor, I was appointed by our Executive Board to my 

presmt position in October 2007. I was reelected to my position most recently in June 

201 1. Because all IBEW local unions also have a person holding the position of 

“President,” it is common for persons outside of our organization to believe that the 

c’President” is the principal officer of the Local. That is not the case. Article 17,s fj  4 and 

8 of the Constitution of the International Brotherhood of Electrical Workers, AFGCIO, 

clearly states that the Business MttnagaBbancial Secretary is the “principal officer” of 

any IBEW local union. 

Prior to my becoming Business ManagerBhancial Serretary for IBEW Local 

11 16, I was employed by the Tucson Electric Power Company (“TEP”) for 

twenty-two (22) years in a variety of bargaining unit positions, including as a 

Substation Electrician and most recently as a Designer far Transmission and 

Distrihtion Comtruction. While employed at TEP, I was a very active member 

of IBEW Local 11 16, including previously serving as the Local’s President and in 

other positions on the Executive Board. 

HAVE YOU TESTIFIED IN OTHER MATTERS BEFORE THE AXIZONA 

CORPORATION COMMISSION? 
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A3. 

44. 
A4. 

Yes. On behalf of DEW Local 11 16, I testified in support of the 2008 TEP settlement 

agteement. See generaZZy 2008 Ariz. PUC LEXIS 201. In mid-2009, I testified in 

support of Trico’s then-pending rate application, Docket No. E-01461A-08-0430. 

F d m o r e ,  I testified in support of UNS Gas’ applications for rate relief in two recent 

rate cases, Docket Nos. G-04204A-08-0105 and G-04204A-11-0158. As my union M y  

belimes that om success is inextricably linked to the success of om represented 

companies, we are always willing to voice our public support for them when such support 

is warranted, as it is in this case. 

WHAT IS IBEW LOCAL 1116? 

DEW Local 11 16 is the labor kgauization which serves as the exclusive representative 

for, inter alia, approximately seven-hundred (700) non-managerial employees of TEP 

who work in many different classifications. 

DEW Local 1 1 16 and TEP have entered into a long series of collective bargaining 

agreements (“CBAs7’) dating back to November 16,1937 concerning rates of pay, wages, 

hours of employment, and other terms and conditions of employment. The parties 

negotiate and enter into two separate CBAs, one covering the Tucson area and one 

covering the Sprhgerville Generating Station. The current CBAs remain in force 

between the parties until January 20,2013, at which point the recently negotiated, signed, 

and ratified 2013-2016 CBAs covering Tucson and Springerville will be in effect. 

In addition to representing the aforementioned employees at TEP, JBEW Local 1 1 16 also 

represents hundreds of employees state-wide at TJNS Gas [a UNS Energy Corporation 

(‘‘UNS Energy”) company], Southwest Energy Solutions (also a UNS Energy company), 

Trico Electric Cooperative, Inc., and Asplundh Tree Expert Company. 
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A5. 

PLEASE GIVE SOME EXAMPLES OF THE TEP BARGAINING UNIT 

€"IONS MIR WHICH IBEW LOCAL 1116 IS THE EXCLUSIVE 

BARGAINING REPRESENTATIVE? 

Certainly. Among other classifications, IBEW Local 11 16 represents all of the TEP 

employees holding the following positions in Tucson and at S p r i n g d e  Generating 

Station: 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

LhmedCablemen, 

Substation Electricians, 

Fuel Handlers, 

Electronics Technicim, 

Equipment servicemen, 

Field Technicians, 

Designas, 

Heavy Equipment and Transport Operators, 

Customer Care Representatives, 

Maintenance Electricians, 

Maintenance Mechanics, 

MeterRepahnen, 

Cmtrol Room Operators, 

Engineering Technicians, 

Chemical Technicians, and 

Machinists. 

Represented TEP employees work in construction, peration, transmission, distribution, 

and customer service - in other words, in virtually every facet of TEP's utility operations. 

As one can readily appreciate from even a cursory review of this illustrative list, such 

represented employees are among those who contribute daily, directly, and substantially 

to TEP's efforts to provide safe and reliable electric service to its customers. 

< 
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Q6. 

A6. 

47. 

A7. 

AS THE COLLECTIVE BARGAININGREPRESENTATIVE OF TEP 

EMPLOYEES, DOES IBEW LOCAL 1116 PLAY ANY ROLE IN 

CONTRIBUTING TO A SAFE WORKPLACE AT TEP? 

Yes. IBEW Local 1 1 16 considers itself to be a partner in safety with TEP. Among other 

things, representatives of IBEW Local 1 11 6 serve on the parties’ Joint Labor 

Mauagernent Safikty Committee for both the Tucson and Springerville work sites. As 

members of the Committee, these representatives of DEW Local 1 1 16 have a hand in 

drafting and revising the Safii Manual (applicable to both sites) and the Safety and 

Accident prevention Manuals (separate manuals for each site). DEW Local 11 16 also 

plays a significant role in ensuring that federal, state, and mntractd safety standards and 

measures are observed. 

DO YOU BELIEVE TEP IS A RESPONSIBLE CORPORATE CITIZEN? 

Absolutely. While by no means perfect, the relationship between IBEW Local 1 1 16 and 

TEP is one which is mature and stable. When disputes pertaining to the parties’ contracts 

do arise between IBEW Local 11 16 and TEP, such disputes are generally resolved 

through the parties’ grievance and arbitration procedures, and such resolutions are find 

and binding on the parties. It is clear that this stability has benefitted TEP, its employees, 

and customers. In my opinion, the importance of the strong and stable relationship 

between a public service corporation and its employees cannot be oveistated. I believe 

that my opinion in this regard is widely shared. 

In addition, TEP has demonstrated a strong commitment to safety and has taken a 

proactive approach to safety matters. The culture of safety that has consequently 

developed at TEP enhances TEP’s ability to provide safe and reliable electric service by 

mhimizhg accidents and injuries and any resulting damage and lost production. This 

ultimately redounds to the benefit of both employees and rate payers. 
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A8. 

Q9* 

A9. 

QlO. 

A10. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

As you know, Article XV, 6 3 of the Arizona Constitution expressly recognizes the 

employees of public service corporations as central stakeholders whose interests are on 

par with those of patrons with respect to any potential Commission action. Specifically, 

the Arizona Constitution provides that “[tlhe corporation commission shall have full 

power to, and shall. . . make and enforce reasonable rules, regulations, and wd&s for the 

convenience, cod* and safe@, and the preservation of the health, of the employees and 

patrons of lpublic service] corporations” (emphasis added). 

On behalf of its own members -the vast majority of whom are both employees and 

patrons of TEP -DEW Local 11 16 believes this proceeding pvides  it with a unique 

and timely opportunitY to express to this Commission our support of TEP’s Application. 

DO YOU BELIEVE THAT TEP IS ENTITLED TO AN INCREASE ITS RATES 

EFFECTIVE NO LATER THAN AUGUST 1,2013? 

Yes. 

DO YOU SUPPORT TEE PAYROLL EXPENSE AND PAYROLL TAX EXPENSE 

ADJUSTMENTS SPONSORED BY KAREN G. KISSINGER’ ON B E W  OF 

TEP IN THIS MATTER? 
Yes, I do. The current CBAs IBEW Local 11 16 has with TEP, which were largely 

negotiated in late 2008 and have been in effect since January 2009, set forth the 

applicable wage rates for bargaining unit positions from 2009 to 2012. The amount of the 

wage increases is therefore known and measurable. These rates, I would note, are the 

product of good-faith negotiation, characterized by give-and-take exchanges, proposals 

and counter-proposals, between the parties, that is the hallmark of collective bargaining 

Direct Testimony of Karen G. Kissinger, p. 27,ll. 7-22. 
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Qll .  

All .  

under the National Labor Relations Act. Because the final wage raise under this contract 

went into effect on January 9,2012, it could not be reflected in TEP’s expenses during 

the test year ending on December 3 1’20 1 1. Accordingly, an adjustment to each of these 

expenses is appropriate. 

IN HER DIRECT TESTIMONY, KISSINGER ALSO INDICATED TEAT 

‘‘CURRENTLY, THE UNION WORKFORCE IS NOT COMFORTABLE WITH 

THE ‘AT RISK’ COMFONENTOF AN INCENTME PROGRAM OR THE 

ABILITY TO REWARD ONE EMPLOYEE MORE THAN ANOTHER, AS TEP’S 

INCENTIVE P R W U  IS DESIGNED TO DO.”2 INSTEAD, AS SHE NOTES, 

“THE UNION HAS NZGOTIATED PAY SCALES TO INCREASE BASE 

WAGES.* IF THAT IS SO, WHY MIGEIT THE UNIONIZED WORKF’ORCE AT 

TEP PREFER BASE WAGE INCREASES FOR EACH CLASSIFICATION OVER 

ANY SHORT-TERM INCENTIF% COMPENSATION PROGRAM? 

The prefmce IBEW Local 1 1 16 has for base wage increases is largely driven by 

considerations of fairness, equity, and solidarity among those we represent. Also, there 

are many difficulties attending the adoption and implementation of an incentive program, 

including selecting relevant, meaningful, and objectively measurable criteria, properly 

weighting the criteria, and ensuring that the incentives are awarded fairly and without any 

bias or error. In addition, 1 believe that negotiating uniform base wage rates benefits 

TEP. Once base wages are negotiated and agreed upon, TEP instantly knows what its 

associated labor costs will be for coming years. Such certainty aids TEP in planning and 

budgetiag for the future. 

In a unionized, industrial- or utility-type setting, there are other, somewhat unique, issues 

Id., p. 30, ll. 11-13. 

Id., p. 30,ll. 13-14, 
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presented by the introduction of incentive progams. As the United States Supreme Court 

explained in a related context some years ago, 

The pracbce and philosophy of collective bargaining looks with suspicion 

on such individual advantages [whereby m e  employee may be paid more 

than others or otherwise obtains better terms than other employees]. . . . 
[A]dvantages to individuals may prove as disruptive of industrial peace as 

disadvantages. . . . mncreased compensation, if individually deserved, is 

often earned at the cost of breaking down some other standards thought to 

be for the welfeae of the group, and always creates the suspicion of being 

paid at the long-range expense of the group as a whole. Such 

discriminations not i&equently amount to unfair labor practices. The 

workman is fiee, if he values his own bargaining position more than that 

of the groupy to vote agamst representation; but the majority rules, and if it 

collectivizes the employment bar- individual advantages or favors will 

generally in practice go in as a contribution to the collective result. 

J.1; Case Co. v. NLRB, 321 US. 332,338-39 (1944). 

Furthermore, I would note that serious doubts exist as to the efficacy of incentive 

programs g e n d y ,  and in particular, whether such program rtctually lead to gains in 

productivity. See, e.g., Alfie Kohn, Why Incentive Plans Cannot Work, Harv. Bus. Re v. 9 

Sept-Oct. 1993 (Vol. 71, Issue 5): at 54 (“According to numerous studies in laboratories, 

workplaces, . . . and other settings, rewads typically undermine the very process they are 

intended to enhance. The findings suggest that the failure of any given incentive program 

is due less to a glitch in that program than to the inadquacy of the psychological 

asSumptions” underlying such plans). Instead of unqualified gains, a number of 

This article was adapted fiom Kohn’s book, Punished by Rewards: me Trouble with 
Gold Stars, Incentive Plum, A S, Praise, and other Bribes. 
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Q12. 

A12. 

drawbacks have been observed with such plans. Among other problems identified with 

the utilization of such plans, incentive programs fiquentlyundemine or destroy 

relationships (among employees or between Slzpervisors and employees), cooperation, and 

teamwork. Id. Particularly in the many inherently dangerous jobs in which our 

bargaining unit employees work, we are mncemed that safety and reliability could very 

well suffer if the identified problems associated with incentive plans were to materialize. 

WHAT, IIE" ANY, CHALLENGES DO YOU ANTICIPATE T W  WILL FACE €N 

THE SHORT- TO MID-TERM REGARDING THE PROVISION OF SAFE AND 

RELIABLE SERVICE TO ITS CUSTOlWERS? 

As is the case for so many utilities across the amtry, see general& Application to 

Intervene on Behalf of Intervenor-Applicants IBEW Locals 387,640, and 769, Docket 

No. E-01345A-114224, TEP will need to address challenges stemming from the so- 

called "aging workforce" issue. By that, I mean the difficulties, burdens, and/or copcerns 

associated with having a substantial share of employees in particular positions eligible to 

retire within the coming decade and the attendant issues relating to the loss of employees 

with extensive experience, expertise, and institutional knowledge as well as the need to 

recruit, train, and replace such employees, consistent with the provision of safe and 

reliable service to TEP customers. 

TEP acknowledges that it will need to address this issue in the yem to come. Fully forty 

percent (40%) of its 469 energy service delivery employem will be eligible to retire 

between 2012 and 2016.' Even more troubling than the sheer magnitude of anticipated 

retirements is that "[tlhe majority of these retirement-eligible employees hold skilled craft 

positions, making their replacement much more difficult.'" 

Direct Testimony of Michael J. DeConcini, at p. 19,ll. 10-16. 

Id. 
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Allow me to give you one example to illustrate the concern I mention. TEP employs 

journeyman substation electricians whose duties include @o&g preventative and 

corrective maintenance of substation transformers; transformer Load Tap Changem; Gas 

Oil, Vacuum & Air Circuit Breakers; Circuit Switchers; and Motor Operated Switches, 

among other things? Substation journeymen also test substation transformers, perform 

infirtred iuspections and oil sampling for lab analysis, and CoIlStfllct new substations with 

all of this equipmmt fiom the ground up? Finally, these journeymen respond to after- 
hour callouts whenever equipment malfunctions? 

When substation journeymen who have worked at TEP for a decade or more retire - a set 

of circumstances TEP will increasingly face in the years to come - they take with them 

their experience, skill, and knowledge about the TEP system, company culture (including 

its positive safety culture), operating procedures, and applicable safety rules and 

standards, among other things. Thirty-one percent (3 1 %) of the employees in this 

classification are presently retirement eligible, and by the end of 201 6, fully fifty percent 

(50%) of these journeymen will be retirement eligible." However, replacing such key 

electrical workers by hiring upon their retirement simply will not work. To become a 

substation jomeyman, one must complete a one-year pre-apprenticeship that includes 

course work and testing, followed by an additional 8,000 hours, or approximately four (4) 

years, of on-the-job training with not less than 640 hours of related classroom instnrction 

' See Exhibit A (TEP's Response to DEW's First Set of Data Requests, at 1.2 and 
1.2(a)). 

* Id. 

Id. 

lo See Exhibit A (TEP's Response to IBEW's First Set of Data Requests, at 1.4 and 1.5). 
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Q13. 

A13. 

and further rounds of testing.” It generally takes even longer to hone one’s skills and 

develop additional expertise. Accordingly, with anticipated retirement levels rising in the 

approaching years, TEP faces both a challenge and an opportunity to ensure that it 

confinues to attract and employ fullyqualified personnel consonant with its efforts to 

provide safe and reliable service to customers. 

WHAT, IF’ ANYTHING, DO YOU BELIEVE TEP CAN DO TO MEET THESE 

CHALLENGES? 

To meet these challenges, TEP will need to Continue to engage in succession planning 

within bargaining unit positions (such as the&umeyman substation e€ectrician 

classification). While TEP acknowledges this concern and has begun to take meanin@ 

steps to address it, we believe more needs to be done to avert future shortages of labor in 

highly-skilled positions and to ensure that TEP is in a position to continue to provide safe 

and reliable service well into the future. 

IBEW Local 11 16 submits that one part of the solution includes TEP hiring, prior to any 

anticipated wave of retirmmts in particular positions, a number of employees sufficient 

to replace the expected number of retiring employees. By hiring new employees prior to 

such retirements and allowing a period of overlap, more experienced employees would 

have an opportunity to pass on their knowledge and to assist in training the newly-hired 

employees, and there would be complete continuity in the stafkg of an appropriate 

umber of fully qualified employees. This, in turn, would enhance TEP’s ability to 

ensure that service is provided in a safe and reliable manna. 

It is therefore essential that TEP receive adequate rate relief in these proceedings, since 

failing to afford TEP a mflicient recovery here would only serve to hinder TEP’s ef30rt.s 

l1 See Exhibit A (TEP’s Response to DEW’s First Set of Data Requests, at 1.6). 
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to provide safe and reliable service to its customers in the future by impairjng its ability to 

maintain appropriate staffing levels, particularly in critical positions. 

Q14. DOES THIS CONCLUDE YOUR TESTIMONY? 

A14. Yes. 
P\-L 1116.TzmmTIII.11911.rpd 
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Exhibit A 



TUCSON ELECTRIC POWER COMPANY’S RESPONSE TO 
IBEW’S FIRST SET OF DATA REQUESTS REGARDING TffE 2012 TEP RATE CASE 

December 10,2012 
DOCKET NU. E41933A-12-0291 

IBEW 1.2 

Describe the Journeymen Substation Electrician position by stating: 
a. 
b. 

The job description and qualifications; 
The business unit (e.g., fossil generation, electric service delivery) with which such 
position is associated for purposes of company organization; 
The number of Journeymen Substation Electrician positions at TEP as of (1) the end of 
the Test Year and (2) the present; and 

c. 

d. The nature of the work performed including, inter alia, what role they serve in promoting 
the convenience, comfort, and safety, and the preservation of the health, of the employees 
and patrons of TEP. 

RESPONSE: 
a. Please see IBEW 12(a).pdf, Bates Nos. TEP\O30171-030172, for the requested 
information. 
b. Transmission and Distribution 
C. 1. Sixteen(16) 

2. Sixteen (16) 

d. The Substation Journeymen are a competent, core workforce who safely perform 
maintenance on substations in 46, 138, 345 & 500 KV substations. The Journeymen 
perform preventive and corrective maintenance of substation transformers, transformer 
Load Tap Changers (LTC), Gas, Oil, Vacuum & Air Circuit Breakers (GCB’s, OCB’s, 
VCB’s, ACB’s), Circuit Switchers, Motor Operated Switches. The Journeymen are also 
quaIified to hlIy test substation transformers, perform Infrared inspections, and perform 
oil sampling for lab analysis. In addition, the Journeymen also construct new substations 
with all of the above equipment from the ground up. The Journeymen respond to after 
hour callouts when equipment malfunctions. 

RESPONDENT: 
Carrie Winter 
WITNESS: 
Michael DeConcini 

Arizona Corporation Commission (“Commission”) 
Tucson Electric Power Company (“TEP” or the “Company”) 
UNS Energy Corporation &a UniSource Energy Corporation (“LJNS’’) 
UniSource Energy Services (“UES”) 

UniSource Energy Development Company (“UED’’) 
UNS Electric, Inc. (“UNS Electric”) 
LJNS Gas, Inc. (“UNS Gas”) 



IBEW 1.2(a).pdf 

Tucson E/ectrIc Power Company 

Journeyman Substation Electrician 

Substations 
T&D 
Substation Construction & Maintenance Group Leader 
Non-supenrisory/Nonexempt 
Craftsman (skilled) 
04127100 

Journeyman who performs all phases of construction, operation and maintenance of 
substations and substations equipment. 

-ns; (2s defined under the Amenwns w M  DiSabilHs A@ ffiese 
include ibe fdlowing mponsibJX?&i, minimum job knowledge, sMX$ and abHiYs. 
7his is not necesafi& an all-inclusive k3iing.) 

+ The ability to interpret electrical drawings, schematics and construction drawings. 
+ To perform maintenance and including rebuilding all substation equipment. 
+ Troubleshoot all electrical control circuits on substation equipment. 
+ To understand and use Test Equipment, such as Transformer Turns Ratio, 

Doble, Inframatics, Insulation and ground meggar. Breaker analyzers, etc. 
+ Civil inspector (able to read all civil construction drawings). 
+ Test and inspect substation equipment. 
+ Construction and maintenance of all substations and equipment. 
+ Perform switching of all electrical equipment, for clearance and hold for orders. 
+ Account properly for labor charges. 
+ Responding to Company electrical outages. 
+ Work on energized equipment at primary voltages not to exceed 15kv (with 

rubber gloves). 
+ Program, repair and test, all breakers OCB, ACB, VCB, & PCB. 
+ Supervise and train apprentices assigned t work with him/her 
+ Troubleshoot, repair, and test all substation equipment at all remote substations. 
+ Assist and correct engineering construction drawing. 
+ Employee's qualifications of leadership should enable hidher to assume 

upgrade to Subforeman or Foreman when required. 
+ Perform assigned work in a safe and efficient manner in accordance with 

Company practices and procedures. 

TEP(0291)030171 
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Page 2 
+ Must have completed Substations apprenticeship program at Tucson Electric 

Power Company or a comparable apprenticeship or training program. 
+ Effectively communicate both orally and in writing. 
+ Operate aerial equipment associated with their work. 
+ Able to understand and operate lap top computers and calculators 
+ Able to operate hot line tools on energized equipment. 
+ Able to communicate with major customer. 
+ Electrical theory. 
+ Demonstrate mechanical aptitude. 

TEP(0291)030172 



TUCSON ELECTRIC POWER COMPANY’S RESPONSE TO 
IBEW’S FIRST SET OF DATA REQUESTS REGARDING THE 2012 TEP RATE CASE 

December 10,2012 
DOCKET NO. 3-019338-12-0291 

IBEW 1.4 

Please state the share of employees, both as a percentage (e.g., 40%) and in absolute terms (e.g., 
40 out of 1 OO), in each of the job classifications referenced in the preceding data request who: (1) 
were retirement eligible as of the dnd of the Test Year; and (2) are presently retirement eligible. 

Job Classification 

Journeyman Lineman 

Journeyman Substation ’ 
Electricians 

RESPONSE: 

Share of Employees 

Percentage Absolute Terms 
11% 4 out of 36 

1 9% 3 outof 16 

Job Classification 

Journeyman Lineman 

Share of Employees 

Percentage Absolute Terms 

9% 4 out of 47 

RESPONDENT: 
Gabrielle Camacho 

WITNESS: 

Michael DeConcini 

Journeyman Substation 
Electricians 

Arizona Corporation Commission (“Commission”) 
Tucson Electric Power Company (“TEP” or the “Company”) 
UNS Energy Corporation fka UniSource Energy Corporation (rrUNS“) 
UniSource Energy Services (“WS’) 

UniSource Energy Development Company (‘‘UED) 
UNS Electric, Inc. (“LJNS Electric”) 
UhrS Gas, Inc. (“UNS Gas”) 

31% 5 out of 16 



TUCSON ELECTRIC POWER COMPANY’S RESPONSE TO 
IBEW’S FIRST SET OF DATA REQUESTS REGARDING THE 2012 TEP RATE CASE 

December 10,2012 
DOCKET NO. E-01933A-12-0291 

IBEW 1.5 

Job Classification 

Journeyman Lineman 
. Journeyman Substation 

Electricians 

Share of Employees 
Percentage Absolute Terms 

13% 6 out of 47 

50% 8 out of 16 

RESPONDENT: 
GabrieIle Camacho 

WITNESS: 
Michael DeConcini 

Arizona Corporation Commission (“Commission”) 
Tucson Electric Power Company (”TEP” or the “Company”) 
UNS Energy Corporation &a UniSource Energy Corporation (“UNS’’) 
UniSource Energy Services (“UES”) 

UniSource Energy Development Company (WED) 
UNS Electric, Inc. (“UNS Electric”) 
UNS Gas, Inc. C ‘ W S  Gas”) 



TUCSON ELECTRIC POWER COMPANY’S RESPONSE TO 
IBEW’S FIRST SET OF DATA REQUESTS REGARDING THE 2012 TEP RATE CASE 

December 10,2012 
DOCKET NO. E-01933A-12-0291 

IBEW 1.6 

With respect to each of the job classifications discussed in the preceding data request, please 
state or estimate the average length of time (in years, hours, or both, as may be appropriate) 
needed for an inexperienced, newly hired employee in each classification to become fully 
qualified as a journeyman in such classification by way of training, experience, or otherwise. 
RESPONSE: 
The Journeyman Lineman/Cableman and Journeyman Substations Electrician both require the 
same training as far as length of time in both years and hours. It is as follows: 
Pre-Apprenticeship : 

This classification is a minimum of 1 year in length; 
Must Complete a 6 month math course with B score of 85% of better; 

0 Must complete a 6 month electrical theory course with a score of 85% or better; 
Must pass the 6 month test with an 85% or better; 
Must pass the final exam (at the 1 year mark) with an 85% or better; and 
Must complete all assigned tasks. 

Apprenticeship: 

0 This classification if 4 years in length; 
0 Must complete 8,000 hours of on-the-job training (field training); 
0 Must complete 160 hours of related instruction per year (640 hours total) classroom training; 
0 Must pass knowledge and skills exam every six months with 85% or better, 
0 Must complete all assigned tasks during each 6-month step of their apprenticeship; 
0 Must turn in all monthly grade cards on time and accurate; and 

At the end of their apprenticeship, completion must be approved by the Joint Apprenticeship 
Committee (“JAC”). 

RESPONDENT: 
Carrie Winter 

WITNESS: 

Michael DeConcini 

Arizona Corporation Commission (“Commission”) 
Tucson Electric Power Company (“TEP” or the “Company”) 
UNS Energy Corporation fka UniSource Energy Corporation (“UNS’’) 
UniSourw Energy Services (“LJES”) 

UniSource Energy Development Company (“LJED) 
UNS Electric, lnc. (”UNS Electric”) 
Uh’S Gas, Inc. (“UNS Gas”) 
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LUBIN & ENOCH, P.C. 
Nicholas J. Enoch 
State Bar No. 0 16473 
Jarrett J. Haskovec 
State Bar No. 023926 
349 North Fourth Avenue 
Phoenix, Arizona 85003 
Telephone: 602) 234-0008 

Email: Nick@,lubinandenoch.com 
Jarrett@,lubinandenoch.com 

Attorneys for Intervenor IBEW Local 1 1 16 

F a c s d e :  ( i 02) 626-3586 

RECEIVED 

2113 FEE I4  P 4; 32  

AZ CORP COMMISSI2N 
DOCKET CONTROL 

BEFORE THE ARIZONA 

CORPORATION COMMISSION 

IN THE MATTER OF THE 
APPLICATION OF TUCSON 
ELECTRIC POWER COMPANY FOR 
THE ESTABLISHMENT OF JUST 
AND REASONABLE RATES AND 
CHARGES DESIGNED TO REALIZE 
A REASONABLE RATE OF RETURN 
ON THE FAIR VALUE OF ITS 
OPERATIONS THROUGHOUT THE 
STATE OF ARIZONA. 

Docket No. E-01933A-12-0291 

NOTICE OF FILING DIRECT 
TESTIMONY OF FRANK GRIJALVA 
IN SUPPORT OF THE SETTLEMENT 
AGREEMENT 

Pursuant to the Administrative Law Judge's Procedural Order (p. 3) dated 

September 6,2012, Local Union 11 16, International Brotherhood of Electrical Workers, 

AFL-CIO, CLC ("IBEW Local 11 16"), by and through undersigned counsel, hereby 

provides notice of its filing of the attached Direct Testimony of Frank Grrj'alva in Support 

of the Settlement Agreement in this docket. 

RESPECTFULLY SUBMITTED this 14th day of February, 2013. 

Arizona Corporation Cornmisslgp 

FEB 1 4  2013 

LUBIN & ENOCH, P.C. 
DOCKETEC 

Attorneys for Intervenor IBEW Local 11 16 

mailto:Nick@,lubinandenoch.com
mailto:Jarrett@,lubinandenoch.com
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1 and thirteen (1 3) copies 
of O ~ !  EW Local 11 16’s Notice of 
Filin filed this 14th day 

Arizona Corporation Commission 
Docket Control Center 
1200 West Washington Street 

of Fe % ruary, 2013, with: 

Phoenix, Arizona 85007-2996 

Copies-of the foregoin 

via regular mail this same date to: 

Janice Award 

trmmtted electronic & y and/or 

Steven M. Olea, Director 
Utilities Division 
Arizona Co oration Commission 

Phoenix, Arizona 85007-2927 

Bradley Carroll 
Tucson Electric Power Com any 

P.O. Box 71 1 
Tucson, Arizona 85702 

1200 West ;e ashington 

88 East Broadway Boulevar $ , MS HQE910 

Michael Patten 
Jason Gellmsn 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren Street, Ste. 800 
Phoenix, Arizona 85004 
Attorneys for Applicant 

Daniel Pozefsky 
Chief Counsel 
Residential Utility Consumer Office 
11 10 West Wash&on Street. Suite 220 
Pho&, Arizona 83007 

C. Webb Crockett 
Fennemore Craig, P.C. 
3003 North Central Avenue. Suite 2600 - - _ _  
Phoenix, Arizona 85012 

Kevin 215 South tate Street, Ste. 200 
Salt Lake City, Utah 841 1 1 
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Lawrence Robertson, Jr. 
P.O. Box 1448 
Tubac, Arizona 85646 

Kurt Boehm 
Boehm, Hurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 

John Moore, Jr. 
7321 North Sixteenth Street 
Phoenix, Arizona 85020 

St henBaron 
57eBc olonial Park Drive, Suite 305 
Roswell, Georgia 30075 

Thomas L. Mumaw 
Pinnacle West Capital Corporation Law Department 
P.O. Box 53999 
MS 8695 ~ 

Leland Snook 
Pinnacle West Capital Corporation 
P.O. Box 53999 

Phoenix, Arizona 85072-3999 

MS 9708 
Phoenix, Arizona 85072-3999 

Court Rich 
6613 North Scottsdale Road, Suite 200 
Scottsdale, Arizona 85250 

Annie The Vote L”ppr olar Initiative 
1 120 Pearl Street, Suite 200 
Boulder, Colorado 80302 

C thiaZwick 
l%O East Luke Avenue 
Phoenix, Arizona 850 16 

GaryYa uinto 
Arizona 4r tility Investors Association 
2100 North Central Avenue, Suite 210 
Phoenix, Arizona 85004 

Michael Grant 
2575 East Camelback Road 
Phoenix, Arizona 8501 6-9225 

Terrence Spann 
9275 Gunston Road, Suite 1300 
Fort Belvoir, Virginia 22060 
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Travis Ritchie 
85 Second Street., 2nd Floor 
San Francisco, California 941 05 

Jeff Schlegel 
1167 West Samalayuca Drive 

TimothyHo an 

Phoenix, Arizona 85004 

Michael Neary 
11 1 W. Renee Dr. 
Phoenix, Arizona 85027 

Rachel Gold 
642 Harrison St., F1.2 
San Francisco, California 941 10 

Robert Metli 
2398 E. Camelback Rd., Ste. 240 
Phoenix, Arizona 85016 

TUCSO~, Arizona 85704-3224 

202 East Mc % owell Road., Suite 153 
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Q1. 

Al .  

Q2. 

A2. 

43-  

A3. 

Q4* 

A4. 

Q5* 

A5. 

PLEASE STATE YOUR NAME. 

Frank Grijalva. 

ARE YOU THE S A M E  FRANK GRIJALVA WEIOSE DIRECT TESTIMONY 

WAS FILED IN THIS DOCKET ON DECEMBER 21,2012? 

Yes. 

DOES INTERVENOR LOCAL, UNION 1116, INTERNATIONAL 

BROTHEREJOOD OF ELECTRICAL WORKERS, AFGCIO, CLC (“IBEW 

LOCAL 1116”) SUPPORT THE ADOPTION OF THE FEBRUARY 4,2013 

SETTLEMENT AGREEMENT? 

Yes. On behalf of approximately seven-hundred (700) non-managed employees of 

Tucson Electric Power Company (“TEP”) who are represented by IBEW Local 1 1 16, I 

would like to express our unqualified support for the proposed settlement agreement. 

ARE THERE SPECIFIC PORTIONS OF THE SETTLEMENT AGREEMENT 

THAT IBEW LOCAL 1116 IS PARTICULARLY INTERESTED IN? 

Yes. While IBEW Local 11 16 supports the adoption of the proposed settlement 

agreement in its current form and in its entirety, IBEW Local 1 1 16 is particularly 

interested in the following paragraphs of the proposed settlement agreement: w 1 . 4  and 

2.1. 

PLEASE EXPLAIN WHY IBEW LOCAL 1116 IS PARTICULARLY 

INTERESTED IN 7 1.4. 

Paragraph 1.4 represents an acknowledgment of the fact that Article XV,  0 3 of the 

Arizona Constitution expressly recognizes the employees of public service corporations 

as central stakeholders whose interests are on par with those of patrons with respect to 

any potential Commission action. More precisely, this section of the Constitution 

provides that the Commission shall “make and enforce reasonable rules, regulations, and 

orders for the convenience, comfort, and safety, and the preservation of the health, of the 

employees and patrons of Lpublic service] corporations” (emphasis added). 
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Q6. 

A6. 

Q7- 

A7. 

QS. 

AS. 

PLEASE EXPLAIN WHY IBEW LOCAL 1116 IS PARTICULARLY 

INTERESTED IN 2.1. 

Paragraph 2.1 provides that TEP shall receive a base rate increase of $76,194,000 over 

adjusted test-year retail revenues. Notably, this amount is over $50,000,000 less than the 

increase sought by TEP in its initial request. IBEW Local 11 16 believes it is important 

that TEP receive rate relief in these proceedings sufficient to enable it to sustain itself 

financially and to continue to provide safe and reliable service to customers. It is 

particularly important that TEP receive such relief in light of the anticipated wave of 

retirements for skilled electrical workers within the next few years that will require TEP 

to expend substantial sums of money to recruit, hire, and train (over the course of years) 

the next generation of workers, as I discussed in my direct testimony in this matter. 

ARE THERE ANY PORTIONS OF THE PROPOSED SETTLEMENT 

AGREEMENT WITH WHICH IBEW LOCAL 1116 IS LESS PLEASED? 

Sure. For instance, IBEW Local 1 1 16 would have preferred that TEP receive more - 

potentially far more - rate relief than what is set forth in the agreement. Nevertheless, 

IBEW Local 1 1 16 recognizes that the consummation of a comprehensive settlement 

agreement among fifteen (1 5 )  different parties with diverse and often competing interests 

is no small feat. It is for that reason that DEW Local 11 16 Eully and strongly supports 

the Commission’s adoption of the proposed agreement in toto. 

DO YOU HAVE ANY OTHER COMMENTS YOU WOULD LIKE TO SHARE 

WITH THE COMMISSION REGARDING THE INSTANT SETTLEMENT? 

Yes. I want to make it abundantly clear to the Commission and TEP that, by agreeing to 

this settlement agreement, IBEW Local 11 16 has not, and does not, agree to any 

modification, express or implied, to the terms and conditions of its collective bargaining 

agreements with TEP. Likewise, such agreement should not be construed as a waiver of 

or a modification to any rights IBEW Local 1 1 16 may possess, whether the nature and 

source of such rights are contractual, statutory, or otherwise. That is not to say that I 

believe this will ever become a problem in relation to JBEW Local 1 1 16’s relationship 

2 
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with TEP. In fact, I do not believe that will be the case. Nonetheless, I just want to make 

certain that there is no confusion in this regard moving forward. 

DOES THIS CONCLUDE YOUR TESTIMONY? Q9. 

A9. Yes. 

FbdlBBWL 1 1 1 6 - I W - 0 2 8 T s n m m y m n ~ o f ~ ~  
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BOEHM, KURTZ 
A'ITORNEYS AT LAW 

36 EAST SEVENTH STREET 
SUITE 1510 

CXNCINNATI, OHIO 45202 
TELEPHONE (513) 421-2255 

TELECOFIER (513) 421-2764 
-- 

Arizona Corporation Comrnjssion 
Attn: Docket Filin 
1200 West Washin 
Phoenix, AZ 85007 

cket No. E-01933A-12-0291 

Dear Sir or Madam: 

Attached please find the original and 13 copies of the DIRECT TESTIMONY AND EXHIBITS OF 

All parties of record have been served. Please place this document of file. 

STEPHEN J. BARON on behalf of THE KROGE CO. to be filed in the above-referenced matter. 

Kurt J. Boehm, Esq. 
Jody Kyler Cohn, Esq. 

OE 

John William Moore, Jr., (Az. Bar No. 02 1942) 

C FOR THE KROGER CO. 

KJBlnew 
Attac hrnentr 



CERTIFICATE OF SERVICE 

I hereby certify that true c y of the forego~n was served by electronic mail (w en a v a i ~ a ~ ~ e )  or re 
U.S. mail 20Ih day of December, 2012 on the p a ~ i e s  liste 
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ARIZONA CORPORATION COMMISSION 

In the Matter of the Application of Tucson Electric 
Power Company for the Establishment of Just and 
Reasonable Rates and Charges Designed to Realize 
A Reasonable Rate of Return on the Fair Value of 
Its Operations Throughout the State of Arizona 

1 
) 
) Docket No. E-01933A-12-0291 
1 
1 

DIRECT TESTIMONY OF STEPHEN J. BARON 

I. INTRODUCTION 

Q. 

A. 

Please state your name and business address. 

My name is Stephen J. Baron. My business address is J. Kennedy and Associates, 

Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

Q. 

A. 

What is your occupation and by who are you employed? 

I am the President and a Principal of Kennedy and Associates, a firm of utility rate, 

planning, and economic consultants in Atlanta, Georgia. 

J.  Kennedy and Associates, Inc. 
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Q. Please describe briefly the nature of the consulting services provided by 

Kennedy and Associates. 

Kennedy and Associates provides consulting services in the electric and gas utility 

industries. Our clients include state agencies, large consumers of electricity and other 

market participants. The firm provides expertise in system planning, load forecasting, 

financial analysis, cost-of-service, and rate design. Current clients include the 

Georgia and Louisiana Public Service Commissions, and consumer groups 

throughout the United States. 

A. 

Q. 

A. 

Please state your educational background. 

I graduated fi-om the University of Florida in 1972 with a B.A. degree with high 

honors in Political Science and significant coursework in Mathematics and Computer 

Science. In 1974, I received a Master of Arts  Degree in Economics, also fiom the 

University of Florida. My areas of specialization were econometrics, statistics, and 

public utility economics. My thesis concerned the development of an econometric 

model to forecast electricity sales in the State of Florida, for which I received a grant 

from the Public Utility Research Center of the University of Florida. In addition, I 

have advanced study and coursework in time series analysis and dynamic model 

building. 

Q. Please describe your professional experience. 

J.  Kennedy and Associates, Inc. 
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A. I have more than thirty years of experience in the electric utility industry in the areas 

of cost and rate analysis, forecasting, planning, and economic analysis. 

Following the completion of my graduate work in economics, I joined the staff of the 

Florida Public Service Commission in August of 1974 as a Rate Economist. My 

responsibilities included the analysis of rate cases for electric, telephone, and gas 

utilities, as well as the preparation of cross-examination material and the preparation 

of staff recommendations. 

In December 1975, I joined the Utility Rate Consulting Division of Ebasco Services, 

Inc. as an Associate Consultant. In the seven years I worked for Ebasco, I received 

successive promotions, ultimately to the position of Vice President of Energy 

Management Services of Ebasco Business Consulting Company. My responsibilities 

included the management of a staff of consultants engaged in providing services in 

the areas of econometric modeling, load and energy forecasting, production cost 

modeling, planning, cost-of-service analysis, cogeneration, and load management. 

I joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of 

the Atlanta Office of the Utility Regulatory and Advisory Services Group. In this 

capacity I was responsible for the operation and management of the Atlanta office. 

My duties included the technical and administrative supervision of the staff, 

budgeting, recruiting, and marketing as well as project management on client 

J.  Kennedy and Associates, Inc. 
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engagements. At Coopers & Lybrand, I specialized in utility cost analysis, 

forecasting, load analysis, economic analysis, and planning. 

In January 1984, I joined the consulting firm of Kennedy and Associates as a Vice 

President and Principal. I became President of the firm in January 1991. 

During the course of my career, I have provided consulting services to numerous 

industrial, commercial, Public Service Commission and utility clients, including 

international utility clients. 

I have presented numerous papers and published an article entitled “How to Rate 

Load Management Programs” in the March 1979 edition of “Electrical World.” My 

article on “Standby Electric Rates” was published in the November 8, 1984 issue of 

“Public Utilities Fortnightly.” In February of 1984, I completed a detailed analysis 

entitled “Load Data Transfer Techniques” on behalf of the Electric Power Research 

Institute, which published the study. 

I have presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan, 

Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North 

Carolina, Ohio, Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, 

Wyoming, before the Federal Energy Regulatory Commission (“FERC”), and in 

J.  Kennedy and Associates, Inc. 
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United States Bankruptcy Court. A list of my specific regulatory appearances can be 

found in Baron Exhibit - (SJB-1). 

Q. Have you previously presented testimony before the Arizona Corporation 

Commission? 

Yes. I presented testimony in a Tucson Electric Power Company proceeding in 1981 

on behalf of the Commission (Docket No. U-19331) and in 2008 on behalf of Kroger 

Co. (Docket No. E-01933A-07-0402). I also presented testimony in three Arizona 

Public Service Company rate cases on behalf of Kroger Co. (Docket Nos. E-01345- 

A. 

03-0437, E-01345A-05-0816 and E-01345A-11-0224). 

Q. 

A. 

On whose behalf are you testifying in this proceeding? 

I am testifjmg on behalf of the Kroger Co. Kroger has approximately 22 stores and 

other facilities in the TEP service territory. These stores consume in excess of 48 

million k’whs per year on the TEP system. 

Q. 

A. 

What is the purpose of your testimony? 

I will be presenting testimony responding to the Company’s proposal to implement a 

b s t  Fixed Cost Recovery Mechanism (“LFCR”). As discussed in the Direct 

Testimony of TEP witnesses David Hutchens and Craig Jones, the Company is 

proposing an LFCR that is designed to recover lost delivery system fixed cost related 

revenues fiom ail rate classes except lighting and water pumping rates. This is in 

4 Kennedy and Associates, Inc. 
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contrast to the recently approved LFCR mechanism for Arizona Public Service 

Company (“APS”) that excludes large customer rate schedules that incorporate kW 

demand charges to recovery a majority of fixed costs for the rate. 

As I testified in the APS case, I do not support an LFCR mechanism and recommend 

that it be rejected by the Commission. However, in no event should it apply to large 

customer rate schedules that have kW demand charges. As I will discuss, TEP’s 

proposed LFCR charge would impose a uniform kwh based charge for all rate 

schedules, which is simply unjustified. Large customer rate schedules, such as LGS- 

85N recover most fixed costs through a kW demand charge. 

Q. 

A. Yes. 

Would you please summarize your testimony in this case? 

The Company has not presented substantive evidence that it requires a fixed cost 
revenue loss adjustment mechanism. While it is true that conservation initiatives 
and distributed generation both result in sales reductions, relative to the level that 
would exist absent such measures, the impact on TEP’s rate of return on 
investment cannot be isolated into a single impact. 

If the Commission does adopt an LFCR, the specific mechanism proposed by 
TEP should be modified to correct a number of deficiencies, as explained in my 
testimony. In particular, consistent with the Commission’s decision in the recent 
APS rate case (Docket No. E-01345A-11-0224), large customer rate classes 
should be excluded from the LFCR mechanism. These rate classes (LGS and 
LLP) recover a substantial portion of their fixed costs through the kW demand 
charges of the rates. 

If the Commission does adopt an LFCR that includes rates LGS and LLP, then the 
uniform LFCR rate/kWh must be revised to properly and fairly treat LGS and 

J .  Kennedy and Associates, Inc. 
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LLP customers. TEP’s proposed LFCR calculates a total Company lost fixed cost 
revenue amount and recovers these revenue dollars through a single LFCR 
ratekwh applicable to all delivery service kWh (except lighting and water 
pumping). No recognition is given whatsoever, once the LFCR rate is calculated 
to the fact that most fixed costs are being recovered through the demand and 
customer charges for rates LGS and LLP. 
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11. LOST FDLED COST RECOVERY MECHANISM 

Q. 

A. 

Would you describe the LFCR mechanism proposed by TEP? 

The LFCR mechanism basically attempts to compute an annual level of “fixed cost” 

related revenue for each rate class based on EE and DG lost kwh, coupled with an 

estimate of the ratekwh lost. This amount, together with any deferred balances fi-om 

a prior period (due to a 2% rate impact limiter) is proposed to be recovered fiom all 

retail kwh.’ For demand metered, large customer classes (LGS, LLP), the ratekwh 

associated with lost revenues is calculated by summing 50% of kW demand revenues 

and 100% of energy revenues, and then unitizing this s u m  by total rate class kwh. 

Q. 

A. 

Is the Company’s proposal reasonable? 

No. As a general matter, I do not believe that the Company has presented substantive 

evidence that it requires a fixed cost revenue loss adjustment mechanism. W i l e  it is 

true that conservation initiatives and distributed generation both result in sales 

reductions, relative to the level that would exist absent such measures, the impact on 

TEP’s rate of return on investment cannot be isolated into a single impact. Increases 

in sales growth due to other factors (e.g., new customers), measurement errors in the 

quantification of EE and DG sales losses and the likelihood that for large customer 

classes, whose rates recover a significant percentage of revenues through fixed, 

demand charges rather than kwh energy charges, potential fixed cost revenue losses 

‘ Lighting and water pumping rate schedules are excluded from the LFCR. 
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will not be properly recovered by the Company’s proposed uniform LFCR charge per 

kwh. The proposed LFCR mechanism makes no distinction between such customers 

despite large differences in the revenue risk between large customers who are subject 

to relatively stable kW demand charges to recover fixed costs and smaller residential 

customers who pay for fixed revenue requirements primarily through kwh energy 

charges. Customers on these demand metered rates (LGS and LLP) should not be 

included in the LFCR mechanism. 

Q. 

A. 

Would you explain your concerns in more detail? 

While a lost fixed cost recovery mechanism is designed to protect the Company fiom 

earnings shortfalls that might be caused by energy efficiency programs, the LFCR 

mechanism proposed by TEP itself has nothing to do with earnings. Recovering fixed 

costs is not a standalone ratemaking objective. Rather, the opporhmity to earn a fair 

rate of return on investment is the appropriate objective. The recovery of estimated 

fixed revenue requirements per customer through the requested LFCR mechanism 

does not insure that TEP will earn a fair rate of return in any fiture period - it does 

insure that the Company will earn a larger rate of return than otherwise would be the 

case. The LFCR mechanism relies on estimated Measurement, Evaluation and Report 

(“MER”) kwh savings for the Company’s EE programs. This measurement is only 

an estimate of the EE kwh reduction. Moreover, for large customer rate classes, each 

of these lost kwh is priced based on 100% of the ratekwh plus 50% of the ratekW. 

This measurement is clearly only a gross estimate of actual revenue loss due to EE 

J .  Kennedy and Associates, Inc. 
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and does not, in any case, reflect any offsets due to increases in energy sales on the 

Company’s earnings. 

Another problem with the LFCR proposal is that it assumes that the test year level of 

fixed revenues is the appropriate level in any post test year period. The LFRM 

mechanism effectively becomes a single issue rate case that does not address possible 

changes in the Company’s cost structure in the fbture period. The stated purpose of a 

lost fixed cost recovery mechanism is that the Company’s earnings will be adversely 

affected by energy efficiency programs, yet the LFCR mechanism does not address 

earnings at all. 

Q. Do have concerns about the specific provisions of the Company’s proposed 

LFCR mechanism? 

Yes. While I oppose the implementation of the LFCR mechanism, if the Commission 

does adopt an LFCR, the specific mechanism proposed by TEP should be modified to 

correct a number of deficiencies. First, consistent with the Commission’s decision in 

the recent APS rate case (Docket No. E-01345A-11-0224), large customer rate classes 

should be excluded fkom the LFCR mechanism. These rate classes (LGS and LLP) 

recover a substantial portion of their fixed costs through the kW demand charges of 

the rates. As in the case of APS, these schedules “rate design” is an appropriate 

mechanism to address the lost fixed cost recovery problem. As the Commission 

stated in its Order in the APS case, “Although General Service Customers taking 

A. 
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Q. 

A. 

service on rate schedules E-32L7 E-32L TOU, E-34 and E-35 are not included in the 

LFCR mechanism, these customers pay a demand charge that recovers a relatively 

large portion of the APS’ fixed costs to provide them service.”’ This is also true for 

TEP’s rate classes LGS and LLP. A substantial portion of these rate schedules 

recover fixed costs through the demand charges of the rates. For example, for rate 

LGS-UN, the proposed demand charges for the summer and winter periods are 

$20/kW and $lS/kW respectively. The demand and customer charges for this rate 

recover 93% of LGS-85N total delivery service revenue, while the kwh energy 

charges recover the remaining 7% of delivery service revenue. In contrast, for the 

residential class, about 82% of delivery charge revenue is recovered through the kwh 

energy charge. The Commission should exclude LGS and LLP customers from the 

LFCR mechanism as was done for APS, if the LFCR proposal is adopted. 

Does the Company’s proposed uniform LFCR rate/kWh methodology treat LGS 

and LLP customers fairly? 

No. As I explained above, if the Commission approves the Company’s LFCR 

mechanism, LGS and LLP customers should be excluded. However, if these rates 

schedules are not excluded, then the uniform LFCR ratelkwh must be revised to 

properly and fairly treat LGS and LLP customers. TEP’s proposed LFCR calculates a 

total Company lost fixed cost revenue amount and recovers these revenue dollars 

through a single LFCR ratekwh applicable to all delivery service kwh (except 

’ APS Decision No. 73183 at page 29. 
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10 Q. Does that complete your testimony? 

11  A. Yes. 

lighting and water pumping). No recognition is given whatsoever, once the LFCR 

rate is calculated to the fact that most fixed costs are being recovered through the 

demand and customer charges for rates LGS and LLP. Since almost all of the fixed 

costs associated with delivery service are being recovered through either the demand 

or customer charges of these rate schedules, any LFCR charge must be computed 

separately for these classes. Otherwise, a substantial and biased lost fixed cost 

recovery would occur. The most appropriate treatment would be to exclude LGS and 

LLP customers, as was done for APS. 

J.  Kennedy and Associates, Inc. 



AFFIDAVIT 

STATE OF GEORGIA 1 

COUNTY OF FULTON ) 

STEPHEN J. BARON, being duly sworn, deposes and states: that the attached 
is his sworn testimony and that the statements contained axe true and correct to 
the best of his knowledge, information and belief. 

/Stephed?J. Baron 

Sworn to and subscribed before me on this 
19th day of December 20 12. 

3 Notary Public 



BEFORE THE 

ARIZONA CORPORATION COMMISSION 

In the Matter of the Application of Tucson Electric 
Power Company for the Establishment of Just and 

Its Operations Throughout the State of Arizona 

1 
1 

1 

Reasonable Rates and Charges Designed to Realize 
A Reasonable Rate of Return on the Fair Value of 

) Docket No. E-01933A-12-0291 

EXHIBIT 

OF 

STEPHEN J. B 

D COST RECOVERY MECHANISM) 

ON BEHALF OF THE 

KROGER CO. 

J. KENNEDY AND ASSOCIATES, INC. 
ROSWELL, GEORGIA 



Exhibit -(SJB-l) 
Page 1 of 20 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of November 2012 

4/81 203(B) KY Louisville Gas Louisville Gas Cost-of-service. 
& Electric Co. & Electric Co. 

4/81 

W8 1 

2184 

3/84 

5/84 

ER-81-42 

U-1933 

8924 

B4-038-u 

830470-El 

MO Kansas City Power 
& Light co. 

Az Amona Corporation 
Commission 

KY Aim Carbide 

Kansas City 
Power & Light Co. 

Tucson Elecbic 
co. 

Forecasting 

Forecasting planning. 

Louisville Gas 
& Elecbic Co. 

Revenue requirements, 
costsf-service, forecashg, 
weather normalizab'on. 

AR Arkansas Electric 
Energy Consumers 

Arkansas Power 
& Light Co. 

Florida Power 
cop.  

Excess wpadty, cost-of- 
service, rate design. 

Allomtion of fixed costs, 
load and capacity balance, and 
reserve margin. DiiersifiicaUon 
of utili. 

FL Florida Industrial 
Power Users' Gmup 

10184 84-1994 AR Arkansas Elecbic 
Energy Consumers 

Arkansas Power 
and Light Co. 

Cost allocahn and rate design. 

11/84 R-842651 PA Lehigh Valley 
Power Committee 

Pennsylvania 
Power & Light 
co. 

Interruptible rates, excess 
capacity, and phase-in. 

1/85 85-65 ME 

2/85 1440381 PA 

Aim Industrial 
Gases 

Central Maine 
Power Co. 

Interruptible rate design. 

Philadelphia Area 
Industrial Energy 
Users' Gmup 

Alcan Aluminum 
Cop ,  etal. 

Attorney General 

Philadelphia 
Elecbic Co. 

Load and energy forecast. 

3/85 9243 KY 

3185 3m-u GA 

3/85 R-842632 PA 

Louisville Gas 
& Elecbic Co. 

Economics of completing fossil 
generating unit. 

Load and energy forecasting, 
generation planning economics. 

Generation planning economics, 
prudence of a pumped storage 
hydra unk 

Costsf-service, rate design 
return mukiplii. 

Cost-of-service, rate design. 

Georgia Power 
co. 

West Penn Power 
Indusbial 
Intervenors 

West Penn Power 
co. 

5/85 84-249 AR 

5185 ci i  of 

Arkansas Power & 
L'ght Co. 

Sank Clara 

Arkansas Electric 
Energy Consumers 

Chamberof 
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Municipal Santa Commerce 
Clara 

6/85 84-768- WV West Virginia 
E42T Industrial 

lntenrenors 

Monongahela 
Power co. 

Generation planning economics, 
prudence of a pumped storage 
hydro unit. 

Cost-of-service, rate design, 
interrupSbie rate design. 

6185 E-7 NC Carolina 
Sub 391 Industrials 

(CIGFUR Ill) 

7/05 29046 NY lndustial 
Energy Users 
Associatian 

Duke Power Co. 

Orange and 
Rockland 
Utilities 

Arkla, Inc. 

Cost-of-service, rate design. 

10185 85543-11 AR Arkansas Gas 
Consumers 

Regulatory policy, gas mt-of- 
senrice, rale design. 

FeasibiNy of intenuptiMe 
rates, avoided cost. 

Aim Industrial 
G W S  

Central Maine 
Power co. 

Jersey Central 
Power 8 Light Co. 

West Penn Power Co. 

ME 

a5 ER- NJ 
8507698 

3/85 R-850220 PA 

Air Pmducts and 
Chemicals 

Rate design. 

West Penn Power 
lndusbial 
lntenrenors 

OpGmal reserve, prudence, 
oflsystem sales guarantee plan. 

286 R-850220 FA West Penn Power 
Industrial 
Intervenors 

West Penn Power Ca. Optimal resenre margins, 
prudence, off-system sales 
guarantee plan. 

Cost&-service, rate design, 
revenue distribution. 

3186 8529911 AR Arkansas Power 
8 Light Co. 

Ohio PowerCo. 

Arkansas Electric 
Energy Consumers 

lndustial Electric 
Consumers Group 

3186 85726- OH 
EL-AIR 

Cost-of-sewke, rate design, 
interruptible rates. 

Monongahela Power 
Go. 

5/86 86081- WV 
E-GI 

West Virginia 
Energy Users 
Group 

Camha lndusbial 
Energy Consumers 

Louisiana Pubtic 
Senrice Commission 
Staff 

Generafion planning economics, 
prudence of a pumped storage 
hydro unit. 

Costcif-service, rate design, 
interruptible mtes. 

Excess capacity, economic 
analysis of purchased power. 

8/86 E-7 NC 
Sub 408 

Duke Power Co 

10186 U-17378 LA Gulf states 
U t i l i  

12/66 38063 IW Industrial Energy Indiana 8 Michigan lntermplble rates 
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3187 

4/87 

5/87 

5187 

5/87 

5/87 

6/87 

6187 

7187 

8/87 

9187 

10/87 

EL-86- 
53-001 

57-001 
EL-86- 

U-17282 

87423- 
E-C 

87-072- 
E-G1 

86-524- 
E-SC 

9781 

36734 

U-17282 

85-1 0-22 

3673-U 

R-850220 

R870651 

Federal 
Energy 
Regulatory 
Cornmission 
(FERC) 

LA 

w 

wv 

w 

KY 

GA 

LA 

G'F 

GA 

PA 

PA 

Consumers 

Louisiana Public 
Service Commission 
Staff 

Louisiana Publit: 
Senrice Commission 
Staff 

Aim Industrial 
Gases 

West Virginia 
Energy Users' 
Group 

West Virginia 
Energy Users' Gmup 

Kentucky Industrial 
Energy Consumers 

Georgia Public 
Service Commission 

Louisiina Public 
Service Commission 
Staff 

Connecticut 
Industrial 
Energy Consumers 

Georgia Public 
Service Commission 

West Penn Power 
Industrial 
Intervenors 

Ouquesne 
Industrial 
lntenrenors 

Power co. 

Gulf States 
Utilities, 
Southem Co. 

Gulf SMes 
Utilities 

Monongahe~ 
Power co. 

Monongahela 
Power Co. 

Monongahela 
Power Co. 

Louisville Gas 
& Electric Go. 

Georgia Power Co. 

Gulf States 
Utiliiks 

Connecticut 
Light 8 Power Co. 

Georgia Power Co. 

West Penn Power Co. 

Duquesne Light Co. 

CcssVbenefit analysis of unit 
power sales contract. 

Load forecasting and imprudence 
damages, River Bend Nudear unit 

Interruptible rates. 

Analyze Mon Powet's fuel filing 
and examine the reasonableness 
of MP's claims. 

Economic depalching of 
pumped storage hydro unk 

Analysis of impact of 1986 Tax 
Reform Act 

Economic prudence, evaluation 
of Vogiie nuclear unit -load 
forecasting, planning. 

Phase-in plan for River Bend 
Nuclear unk 

Methodology for refunding 
rate moderation fund. 

Test year sales and revenue 
fomt 

Excess capacity, reliability 
of generating system. 

Interiuptible rate, costaf- 
service, mvenue at lornth 
rate design. 

J. KENNEDY AND ASSOCIATES, INC. 



Exhibit- (SJB-I) 
Page 4 of 20 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of November 2012 

10187 1460025 PA Pennsylvania Proposed rules for ccgenerafjon, 
lndusbial 
Intervenors 

avoided cost, rate recovery. 

101137 E-0151 MN 
GR-67-223 

Taconite 
Intervenors 

Minnesota Power 
& Light Co. 

Fbrida Power Corp. 

Excess capacity, power and 
cost-of-service, rate design. 

Revenue forecasting, weather 
normalization. 

10187 8702-El FL Occidental Chemical 
cop. 

12187 87-07-01 CT Connecticut Industrial 
Energy Consumers 

Kentucky indusbial 
Energy Consumers 

Connecticut L ih t  
Power co. 

Excess capacity, nuclear plant 
phasein. 

Louisville Gas & 
Electric Co. 

Revenue forecast, weather 
normalization rate treatment 
of cancelled plant 

Standbybackup el& rates. 

KY 

Arkansas Electric 
Consumers 

Arkansas Power & 
Lght Co. 

Metropolitan 
Edson Co. 

GPU Industrial 
Intervenors 

Cogenetab'on deferral 
mechanism, modification of enwgy 
cost recovery (ECR). 

Cogeneration deferral 
mechanism, modification of energy 
cost recovery (ECR). 

Financial anaiysisineed for 
interim rate relief. 

GPU Industrial 
Intervenors 

Pennsylvania 
Electric Co. 

7188 8E-171- OH 
EL-AIR 

EL-AIR 
86-170 

Interim Rate Case 

7/36 Appeal 19th 
of PSC Judicial 

Docket 
U-17282 

11/88 ~-680989 PA 

lndusbial Energy 
Consumers 

Cleveland Eledrid 
Toledo Edison 

Louisiana Pubfic 
Service Commission 
Circut 
Court of Louisiana 

Gulf Slates 
Utilities 

Load forecasting, impwdence 
damages. 

Camegie Gas Gas cost-af-service, rate 
design. 

Cleveland Electid Weather nomatiition of 
Toledo Edison. 
General Rate Case. regulatory policy. 

peak loads, excess capaaty, 

United Sta 
Steel 

11188 88-171- OH 
EL-AIR 

EL-AIR 
86-170- 

Industrial Energy 
Consumers 

3/89 870216i7.83 PA 
2841286 

Armco Advanced 
Materiak Corp., 

West Penn Power Co. Calculated avokied capacity, 
recovery of capacity payments. 
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Allegheny Ludlum 
COT. 

8189 8555 ax 

8/59 35404 GA 

9/89 2087 NM 

10/89 2262 NM 

1/90 U-17282 LA 

5/90 890366 PA 

6/90 R-901609 PA 

9/90 8278 MD 

52190 U-9346 MI 
Rebuttal 

Phase IV 

Occidental Chemical Houston Lghling 
Corp. & Power Go. 

Cosl-of-service, rate design. 

Georgia Public Georgia Power Go. Revenue forecasting, weather 
Service Commission normalization. 

A~omey General Public Service Co. Prudence - Palo Verde Nuclear 
of New Mexico 

New Mexico lndusbial Public Service Go. Fuel ~ j u s ~ e n t  clause, off- 
Energy Consumers of New Mexico syslem sales, cost-of-service, 

Units 1,2 and 3, load fore- 
casting. 

rate design, marginal cost 

Indusbial Consumers Indiana Michigan Excess capacity, capacity 
far Fair Utility Rates Power Go. equalization, jurisdictional 

cost allocab'on, rate design, 
intenuplible rates. 

Louisiana Public Gulf States Jurisdicb'onal cost allocation, 
Service Commission Utiles O&M expense analysis. 
Staff 

GPU Indushl Metropolitan Non"u t i~gene~~or  cmt 
Intemors Edison Co. recovery. 

Armw Advanced 
Materials Corp., 
Allegheny Ludlum 
cow. 

West Penn Power Co. Allocation of QF demand charges 
in the fuel cost, cost-of- 
senike, rate design. 

Maryland industria( Baltimore Gas 8 Cost-of-service, rate design, 
Group Electric Go. revenue allocalion. 

Association of Consumers Power Demand-side management, 
Businesses AdvocaGng co. envimnmental externalities. 
Tariff Equity 

Louisiana Public Gulf States 
Service Commission UliliieS 
Staff 

Revenue requirements, 
jurisdictional allocation. 

Aim Industrial 
Gases 

Central Maine Power Investigation into 
Co. intenupSble service and rates. 
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90-12-03 CT 
Interim 

90-12-03 CT 
Phase II 

E-7,SUB NC 
SUB 487 

8341 MD 
Phase I 

91-372 OH 

EL-UNC 

P-910511 PA 
P-910512 

91-231 WV 
-E-NC 

8341 - MD 
Phase II 

U-17282 LA 

Connecticut Industrial 
Energy Consumers 

Connecticut Light 
&Power Co. 

Interim rate relief, financial 
analysis, class revenue aiiocaton. 

1/91 

519 1 

8/91 

8/91 

1 

9/91 

9 n  1 

10191 

Ion1 

Connecticut lndusbial 
Energy Consumers 

Connecticut Light 
& Power Co. 

Revenue requirements, cost-of- 
service, rate design, demand-side 
management 

North Carolina 
Industrial 
Energy Consumers 

Westvaco Cwp, 

Duke Power Co. Revenue requirements, cost 
allocation, rate design, demand- 
side management. 

Cost allocation, rate design, 
1990 Clean Air Act Amendments. 

Potomac Edison GJ. 

Armco Steel Co., L.P. Cincinnati Gas & 

Elecbic Co. 

West Penn Power Co. 

Economic analysis of 

cogeneration, avoid cost rate. 

Economic analysis of proposed 
CWlP Riderfor 1990 Clean Air 
Act Amendments expenditures. 

Allegheny Ludlum Corp., 
Armco Advanced 
Materials Co., 
The West Penn Power 
Industrial Users' Group 

West Virginia Energy 
Users' Group 

Monongahela Power 
Go. 

Economic analysis of pmposed 
CWlP Rider for 1990 Clean Air 
Act Amendments expenditures. 

Economic analysis of proposed 
CWIP Rder for 1990 Clean Air 
Act Amendments expenditures. 

Results of comprehensive 
management audit 

weslvaco cop. Potomac Edison Co. 

Louisiana Public 
Service Commission 
Staff 

Gulf Slates 
UtilieS 

was prefiled on this. 

11/91 U-17949 LA 
S u b d o ~ ~ t  A 

Louisiana Public 
Service Commission 
Staff 

South Cenbal 
Bell Telephone Co. 
and proposed merger with 
Southem Bell Telephone Co. 

Analysis of South Central 
Bells resbucturing and 

12191 91410- OH 
EL-AIR 

Cincinnati Gas 
8 Electric Co. 

Rate design, interruptible 
rates. Air Pmducts B 

Chemicals, Inc. 
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12191 

1/92 

6/92 

8/92 

8/92 

9192 

10192 

12192 

12192 

1193 

2193 

4/93 

7/93 

P-880286 PA h c o  Advanced 
Materials Cop, 
Allegheny Ludlum Cop 

West Penn Power Co. Evaluation of appmpriate 
avoided capacity costs - 
QF pmj-. 

C-913424 PA Duquesne Interruptible 
Complainants 

Duquesne Light Co. Industrial interruptible rate. 

9202-19 CT Connecticut Industrial 
Energy Consumers 

New Mexico 
Indusbial Intervenors 

Yankee Gas Co. Rate design. 

2437 NM Public Service Co. 
of New Mexico 

Cost-of-service. 

R-00922314 PA GPU Industrial 
lntervenon 

Metopolitan Edison 
co. 

Cost-cfseke, rate 
design, energy cost rate 

Cost-of-service, rate design, 
energy cost rate, rate treatment 

Cost+f-servica, rate design, 
energy cost rate, rate treatment 

39314 ID lndusbial Consumers 
for Fair Utility Rates 

The GPU Industrial 
Intervenors 

Indiana Michigan 
Power eo. 

M00920312 PA 
COO7 

Pennsylvania 
Electric Co. 

Louisiana Public 
Service Commission 

Staff 
Armco Advanced 

Materials Co. 
The WP Industrial 
Intervenors 

The Marjbnd 
Industrial Group 

Management audit 
co. 

R~0922378 PA West Penn Power Co. Cost-of-seivice, rate design, 
energy cost rate, SO2 allowance 
rate beatment. 

Baltimore Gas i3 
Electric Co. 

0487 MD Electric Cost-of-seWice and 
rate design, gas rate design 
(flexible rates). 

EGWGR- MN 
92-1 185 

North Star Steel Co. 
Praxair, Inc. 

Northern States 
Power Co. 

Interrupb’ble rates. 

EC92 Federal 
21ooO Energy 

000 Commission 
(Rebuttal) 

930114- wv 
E-C 

ER92-806- RegUlatOiy 

Louisiana Public 
Service Commission 
Staff 

Gulf States 
Uti l i iEntergy 
agreement. 

Merger of GSU into Entergy 
System; impad on system 

Aim Gases Monongahela Panrer l n ~ e ~ p ~ b l e  rates. 
eo. 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurisdict. Party Utility Subject 
8193 930759-EG FL Florida Induskial Generic - Electn'c Cost m v e w  and allocation 

Power Users' Group 

Lehgh Valley 
Power Committee 

Utilities of DSM mi. 

M-009 PA 
30406 

Pennsylvania Power 
&Light Co. 

Ratemaking treatment of 
offsystem sales revenues. 

9193 

11/93 

12/93 

4194 

5/94 

7/94 

7/94 

4 

9194 

9/94 

9/94 

1 5B4 

346 KY Kentucky Indusbiat 
UMy Customers 

Louisiana Public 
Service Commission 
Staff 

Generic - Gas 
UtiS~es 

Allocation of gas pipeline 
Bansition cos$ - FERC Order 636. 

U-17735 LA Cajun Electric 
Power Cooperative 

Nudear plant prudence, 
forecasting, excess capacity. 

EO151 MN 
G ~ - 9 ~ 5 1  

Large Power lntenrenors Minnesota Power 
Co. 

Cost allmliin, rate des@, 
rate phase-in plan. 

U-20178 LA Louisiana Public 
Service Commission 

Louisiana Power & 
Light co. 

Analysis of least cost 
integrated resoulce plan and 
demandside management program. 

Cost-of-service, allocation of 
rate increase, rate design, 
emission allowance sales, and 
opwations and maintenance expense. 

Costar-service, allomtion of 
rate increase, and rate design. 

Analysis of extended resenre 
shutdown units and violation of 
system agreement by Entergy. 

Analysis of interruptible rate 
terms and conditions, availabirRy. 

R-09942986 PA Amlco, tnc.; 
West Penn Power 
Industrial Intervenors 

West Penn Power Co. 

944835- wv 
E42T 

EC94 Federal 
13-000 Energy 

Regulatory 
Commission 

R-09943 PA 
081 

R.00943 
o8lcoool 

West Virginia 
Energy Users Group 

Louisiana Public 
Service Commission 

Mono~ahela Power 
co. 

Gulf State 
UtilitieslEntergy 

Lehigh Valley 
Power Committee 

Pennsylvania Public 
UtiRy Commission 

U-17735 LA Louisiana Public 
Senrice Commission 

Cajun Electric 
Power Cooperalive 

Gulf Stales 
Utilities 

Evaluation of approp~ate avoided 
cost rate. 

U-19904 LA Louisiana Publii 
Service Commission 

Revenue  quirem men^. 

Geolgia PubFc 
Service Commission 

Southern Bell 
Telephone & 
Telegraph Co. 

in telecommunicatjon markets. 

J. KENNEDY AND ASSOCIATES, INC. 
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of 

Stephen J. Baron 
As of November 2 

11/94 

2/95 

4/35 

6/35 

8/95 

10195 

10195 

10195 

11195 

7/96 

7/96 

EC94-7-000 FERC 
ER94-898-000 

Louisiana Public 
Service Commission 

El Paso Electric 
and Cenbal and 
Southwest 

Public Service 
Company of 
c010mdo 

Merger economics, transmission 
equaliiation hold harmless 
proposals. 

Interruptible rates, 
CLlStQf-SeNk%. 

941430EG CO CF&l Steel, L.P. 

Cost-of-service, atlocation of 
rate increase, rate design, 
interruptible rates. 

ROO943271 PA PPBL Industrial 
Customer Alliance 

Pennsylvania Power 
&Light Co. 

C-00913424 PA 
C-00946104 

ER95112 FERC 
-000 

U-21485 LA 

Duquesne lntemptible 
Complainants 

Louisiana Public 
Service Commission 

Louisiana Public 
Service Commission 

Duquesne Light Co. Interruptible rates. 

Entegy Services, 
Inc. 

Open Access Transmission 
Tariffs -Wholesale. 

Gulf States 
Utiliies Company 

Nudear decommissioning, 
revenue requirements, 
capital structure. 

ER95-1042 FERC 
-000 

Louisiana Public 
Service Commission 

System Energy 
Resources, Inc. 

Nuclear decommissioning, 
revenue requirements. 

Nuclear decommissioning and 
cost of debt capital, capital 
stnrcture. 

U-21485 LA Louisiana Pubric 
Service Commission 

Gulf States 
utilities co. 

1-940032 PA Industrial Energy 
Consumers of 

Pennsylvania 

Louisiana Public 
Service Commission 

Statewide - 
all utilies 

Retail competition issues. 

U-21446 LA Central Louisiana 
Elecbic Co. 

Revenue requirement 
analysis. 

Ratemaking isssues 
assodated with a Meger. 

8725 MD Maiyhnd Industrial 
GWP 

Baltimore Gas & 
Elec. Co., Potomac 
Elec. Power Co., 
Constellation Energy 
co. 
Cajun Electric 
Power Cooperative 

8/96 U-17735 LA Louisiana Public 
Service Cornmission 

Revenue requirements, 

9/96 U-22092 LA Louisiana Public 
Service Commission 

Entergy Gulf 
Stales, Inc. 

Decommissioning, weather 
normalization, cap&[ 
structure. 

J. KENNEDY AND ASSOCIATES, INC. 
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2/97 R-973877 PA Philadelphia Area PECO Energy Co. Competitive restructuring 
Industrial Energy 
Users Group transition charges. 

policy issues, stranded cost, 

6/97 Civil US Bank- Louisiana Public 
Action ruptcy Service Commission 
No. court 
9611474 Middle District 

of Louisiana 

Confirmation of reorganizaCon 
phn; analysis of rate paths 
produced by compekg plans. 

Cajun Electric 
Power Cooperative 

6/97 R-973953 PA Philadelphia Area 
Industrial Energy 
Users Group 

PECO Energy Co. Retail competition issues, rate 
unbundling, stranded cost 
analysis, 

Retail competition issues 6197 a738 Generic MD Maryland Industrial 
Group 

7/97 

1 OB7 

10197 

1 0197 

11197 

11197 

12/47 

12/97 

3198 

R-973954 

97-204 

R-974008 

R-974009 

U-22491 

P-971265 

R-973981 

R-974104 

U-22092 

PA 

KY 

PA 

PA 

LA 

PA 

PA 

PA 

LA 

PP&L Industrial 
Customer Alliance 

Alan Alumhum Cop. 
Southwire Co. 

Pennsylvania Power 
& Light Co. 

Retail competition issues, rate 
unbundlng, stranded cost analysis. 

si@ River 
Elecbic Cop. 

Analysis of cost of service issues 
-Big Rkers Restiucturing Plan 

Metropolitan Edison 
Industrial Users 

Metropolin Edison 
co. 

Retail competition issues, rate 
unbundling, stranded cost analysis. 

Retail competition issues, rate 
unbundling, stranded cost analysis. 

Decommissioning, weather 
normalization, capital 
sbucture. 

Pennsylvania Electric 
lndusbial Customer 

Pennsylvania 
Electric Co. 

Louisiana Public 
Service Commission 

Entergy Gulf 
states, Inc. 

Philadelphia Area 
Industrial Energy 
Usen Group 

West Penn Power 
Industrial Intervenors 

Enron Energy 
Services Power, 1nc.l 
PECO Energy 

West Penn 
Power Co. 

Analysis of Retail 
Restnrcturing Proposal. 

Retail competition issues, rate 
unbundling, stmnded cost 
analysis. 
Retail competition issues, rate 
unbundling, stranded cost 
analysis. 

Retail competition, stranded 
cost quantificatjon. 

Duquesne Industrial 
Intervenors 

Duquesne 
Light Co. 

Louisiana Public 
Service Commission 

Gulf States 
utilities Co. (Al io~ted Stranded 

Cost Issues) 

J. KENNEDY AND ASSOCIATES, INC. 
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3198 U-22092 Louisiana Public 
Service Commission 

Louisiana Public 
Service Commission 

Gulf States 
Utilities, Inc. 

Cajun Electric 
Power Cooperative, 
Inc. 

Stranded cost quantificalion, 
restructuring issues. 

Revenue requirements analysis, 
weather normakation. 

9198 U-17735 

12/98 a794 MD 

LA 

FERC 

KY 

w 

CT 

us. 

Maryland Industrial 
Group and 
Millennium Inorganic 
Chemicals Inc. 

BaHimore Gas 
and Eiectn'c Co. 

Elecik utility restructuring, 
stranded cost remvery, mte 
unbundling. 

Louisiana Public 
Service Commission 

Entergy Gulf 
States, inc. 

Nuclear demmmissioning, weather 
normalization, Entergy System 
Agreement 

5199 EC-98- 
(Cross- rM-000 
Answering Teslimony) 

5199 93426 
(Response 
Testimony) 

Louisiana Public 
Service Cornmission 

American Electric 
Power Co. & Cenbal 
south west corn. 

Merger issues related to 
market power rni$&n proposals. 

Kentucky Industrial 
Utility Customers, Inc. 

Louisville Gas 
8. Elecbic Co. 

Performance based regulation, 
settlement proposal issues, 
cmss-subsidies between elecbic. 
gas services. 

Elecbic utility restructuring, 
stranded cost recovery, rate 
unbundling. 

Appalachian Power, 
Monongahela Power, 
& Potomac Edison 
Companies 

United Illuminating 
Company 

6/99 

7/99 

7/99 

7199 

10199 

12199 

984452 

9903-35 

Adversary 

West Virginia Energy 
Users Group 

Connecticut Industrial 
Energy Consumers 

Electric ullity restructuring, 
skmded cost recovery, mte 
unbundling. 

Motion to dissolve 
preliminary injunction. 

Louisiana Public 
Service Cornmission 

Cajun Eledn'c 
Power Cooperative Proceeding BankNptq' 

No. 96-1065 Court 

990306 CT Connecticut Industrial 
Energy Consumers 

Connecticut Light 
8 Power Co. 

Electric utility restructuring, 
stranded cost m e r y ,  rate 
unbundling. 

Nuclear dmmmissioning, weather 
normalization, Entergy System 
Agreement 

u-24ia2 LA Louisiana Public 
Service Commission 

Entergy Gulf 
states, Inc. 

U-17735 !A Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperative, 
Inc. 

Ananbi of Proposed 
Contract Rates, Market Rates. 

J. I(ENNEDY AM) ASSOCIATES, INC. 
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ert Testimony Appearan~es 
of 

03m0 

03100 

08100 

08mo 

iomo 

12100 

12/00 

ami 

1om1 

11\01 

1 imi  

03102 

U-I7735 LA Louisiana Public 
Service Commission 

Cajun Electn'c 
Power Cooperative, 
Inc. 

Evaluation of Cooperatbe 
Power Contract Elections 

99-1658- OH 
EL-ETP 

AK Steel Corporation Cincinnati Gas ti 
Electric Co. 

EIectric utiMy restmcturing, 
stranded cost tecovery, rate 
Unbundling. 

Electric utility restructuring 
rate unbundling. 

980452 WVA 
E-GI 

Appalachian Power Co. 
American Electric Co. 

West Virginia 
Energy Users Group 

Mon Power Co. 
Potomac Edison Co. 

Elecbic utility restructuring 
tale unbundling. 

OC-1050 WA 
E-T 
00-1051-E-T 

West Virginia 
Energy Users Group 

SOAH473 TX 
Oc!-1020 
PUC 2234 

The Dallas-Fort Worth 
Hospital Council and 
The CoaliCw of 
Independent Colleges 
And Un'wnities 

TXU, Inc. Electric ulity restructuring 
rate unbundling. 

U-24993 LA Louisiana Public 
Setvice Commission 

Entergy Gulf 
states, Inc. 

Nuclear decommissioning, 
revenue requirements. 

EL00-66- LA 
000 & ER00-2854 
EL9533002 

Louisiana Pubk 
Service Commission 

Entergy Services Inc. Inter-Company System 
Agreement: Modifications for 
retail competition, intemptible load. 

Jurisdictional Business Separation - 
Texas Restructuring Plan 

U-21453, LA 
U-20925, 
u-22092 
lSuMocket B1 

Louisiana Public 
Service Commission 

Entergy Gulf 
states, Inc. 

kdressing 6ntested Issues 

14000-U GA Georgia Public 
Swvice Commission 
Adversary Staff 

U-25687 LA Louisiana Public 
Service Commission 

U-25965 LA Louisiana Public 
Service Commission 

001148-El FL South Floiida Hospital 
and Healthcare Assoc. 

Georgia Power Co. Test year revenue forecast 

Entergy Gulf 
states. Inc. 

Nuclear decommissioning requirements 
transmission revenues. 

Generic Independent Transmission Company 
(Transco"). RTO rate design. 

Retail cost of senrice, tale 
design, resource planning and 
demand side management 

Florida Power & 
Light Company 

J. KENNEDY AND ASSOCIATES, INC. 
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0602 U-25965 LA Louisiana Public Entemy Gulf States RTO Issues 
Senrice Commission EnteG Louisiana 

07/02 

om2 

08/02 

iim 

01/03 

02/03 

04/03 

11103 

I 1103 

12/03 

01104 

02/04 

U-21453 LA Louisiana Public 
Service Commission 

SWEPCO, AEP Jurisdicbmd Business Sep. - 
Texas Restrucluring Plan. 

U-25888 LA Louisiana Public 
Service Commission 

Entergy Louisiana, Inc. 
Entergy Gulf States, Inc. 

Modfmtions to the Inter- 
Company System Agreement, 
Productin Cost Equalization. 

Modifications to the Inter- 
Company System Agreement 
ProduGtion Cost Equalization. 

ELOI- FERC 
88000 

Louisiana Public 
Service Commission 

Entergy Seivices Inc. 
and the Entergy 
Operaling Companies 

Public Service Co. of 
Colorado 

02S315EG CO CFBl Steel 8 Climax 
Molybdenum Co. 

Louisiana Public 
Service Commission 

Fuel Adjustment Clause 

u - tn35  LA Louisiana Coops C o n W  Issues 

02s-594E CO Cripple Creek and 
Victor Gold Mining Co. 

Louisiana Public 
Service Commission 

Aquila, lnc. Revenue requirements, 
purchased power. 

Weather normaliiation, power 
purchase expenses, System 
Agreement expenses. 

Proposed modificab'ons to 
System Agreement Tariff MSS-4. 

U-26527 LA Entergy Gulf States, Inc 

Louisiana Public 
Senrice Commission 
Staff 

ER03-753400 FERC Entergy Senrices, Inc. 
and the Enlegy Operating 
Companies 

Entergy Services, lnc., 
the Entergy Operating 
Companies, EWO Market- 
Ing, L.P, and Entegy 
Power, Inc. 

Evaluation of Wholesale Purchased 
Power Contracts. 

ER03-583000 FERC 
ER03-583001 
ER03-583002 

ER036810Q0, 
ER03-68 1401 

ERO3-682400, 
ER03-682401 
ER03682002 

U-27136 LA 

Louisiana Public 
Service Commission 

Louisiana Public 
Service Commission 

Entergy Louisiana, Inc. Evaluation of Wholesale Purchased 
Power Contracts. 

E-01345- AZ 
03-0437 

00032071 PA 

Kroger Company Arizona Public Senrice Co. Revenue allocation rate design. 

Duquesne Industrial 
lnlervenon 

Duquesne Light Company Provider of last resort issues. 

J. KENNEDY AND ASSOCIATES, INC. 
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03M4 

04B4 

0-6B4 

06/04 

io104 

03105 

06/05 

07/05 

09105 

011116 

0306 

04/06 

OW 

OM36 

03A436E CO CFLl Steel, LP and 
Climax Molybedenum 

Kentucky Industrial Utility 
Customen, Inc. 

Cdpple Creek, Victor Gold 
Mining Co., Gwdrich Corp., 
Holcim (US,), Inc., and 
The Tmne Co. 

PubliiService Company 
of Colorado 

Louisville Gas L Electric Co. 
Kenlucky Utilities Co. 

Aquila, Inc. 

Purchased Power Adjustment Clause. 

2003-00433 KY 
200340434 

03s-539E GO 

Cost of Service Rate Design 

Cost of Service, Rate Desiin 
lnterruplible Rates 

ROO049255 PA PPLL Industfial Customer 
Alliance PPLlCA 

PPL Electric Utilitjes Corp. Cost of service, rate design, 
tatiff issues and bansmission 
service charge. 

Cost of service, rate design, 
Interruptible Rates. 

04s-164E CO CF&I Steel Company, Climax 
Mines 

Public Service Company 
of Colorado 

CaseNo. KY 
200440426 
Case No. 
2004-00421 

050045-El FL 

Kentucky Industrial 
U t i l i  Customers, lnc. 

Kentucky Utilities 
Louisville Gas 8 Electric Co. 

Environmental cost recovery. 

South Florida Hospital 
and Healthcare Assoc. 

Florida Power B 
Light Company 

Entegy Louisiana, Inc. 
Entergy Gulf States, Inc. 

Mon Power Co. 
Potomac Edison Co. 

Retail cast of s d c e ,  rate 
design 

Independent Coordinator of 
Transmission -CostBeneft 

U-28155 LA Louisiana Public 
Service Commission Staff 

CaseNas. WVA 
05-0402-E-CN 
050750-E-PC 

WestVirginia Energy 
Users Group 

Environmental wst recovery, 
Securitization, Financing Order 

2005-00241 KY Kentucky Industrial 
Utility Customers, Inc 

Louisiana Public Service 
Commission Staff 

Louisiana Public Service 
Commission Shff 

Duquesne Industrial 
lntervenon 8. IECPA 

Met-Ed Industrial Energy 
Usen Group and Penelec 
Industrial Customer 

Kentucky Power Company Cost of service, rate design, 
transmission expenses. Congestion 
Cost Recovery Mechanism 
Separation of EGSl into Texas and 
Louisiana Companies. 

Transmission Prudence Investigation 

U-22092 LA Entergy Gulf States, Inc. 

U-25116 LA Entegy Louisiana, Inc. 

ROO061346 PA 
CO001O005 

Cost of Service, Rate Design, Transmission 
Service Charge, Tariff Issues 

Generation Rate Cap, Transmission Service 
Charge, Cost of Service, Rate Design, Tariff 
Issues 

Duquesne Lb#t Co. 

ROO061366 
ROO061367 
PO0062213 

Mehpolitan Edison Co. 
Pennsylvania Electric Co. 

J. KENNEDY AND ASSOCIATES, INC. 
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P-00062214 Alliance 

07/06 

07/06 

oam6 

0906 

11/06 

01/07 

03107 

05107 

05/07 

06/07 

07107 

09/07 

11107 

110% 

1/08 

U-22092 LA 
S U M  

Louisiana Public Service 
Commission Staff 

Kentucky lndushial 
Utnity Customers, Inc. 

Entergy Gulf States, Inc. Separation of EGSl inlo Texas and 
Louisiana Companies. 

Kentucky Utilities Envimnmenlal cost recovery. 
Louisville Gas & Electric Co. 

CaseNo. KY 
2006O0130 
Case No. 
2006-00129 

CaseNo. VA 
PUE-2006-0W65 

Old Dominion Committee 
For Fair Utility Rates 

Appalachian Power Co. Cost ~locetion, Allocation of Rev Incr, 
Off-System Sales margin rate treatment 

Revenue alllocetjon, cost of sewice, 
rate design. 

Amona Public Service Co. 

Connecticut Light & Power 
United Illuminating 

Mon Power Co. 
Potomac Edison Co. Revenue apportionment 

Entergy Gulf States, Inc. 
Entergy Louisiana, LLC 

Ohio Power, Columbus 
Southern Power 

Rate unbundling issues. 

Retail Cost of Service 

Implementation of FERC Decision 
Jurisdictional 8 Rate Class Allocation 

Envimnmental Surcharge Rate Desgn 

E-01345A- A7. 
050816 

K q e r  Company 

Doc.No. CT 
97-0 1-1 5RE02 

Connecticut Industrial 
Energy Consumers 

West Virginia Energy 
Users Group 

CaseNo. W 
0 60960-E-42T 

u-29764 LA Louisiana Public Service 
Commission Staff 

CaseNo. OH 
0763-EL-UNC 

Ohio Energy Group 

R-00049255 PA 
Remand 

PP&L Industrial Customer 
Alliance PPLICA 

PPL Electric Utilities C o p  Cost of service, rate design, 
tariff issues and transmission 
senrice charge. 

Cost of service, rate design, 
tariff issues. 

PPL Electric Utilities Corp. ROO072155 PA PP&L Industrial Customer 
Alliance PPLICA 

Doc.No. CO 
07F437E 

Gateway Canyons LLC Grand Valley Power Coop. Distribution Line Cost Allocation 

Doc. No. WI 
05-UR-103 

Wisconsin Industrial 
Energy Group, Inc. 

Louisiana Public 
Service Commission 
Staff 

Wisconsin Electric Power Co. Cost of Service, rate design, tariff 
Issues, lntertuptible rates. 

Proposed modifications to 
System Agreement Schedule MSS-3. 

Entergy Services, Inc. 
and the Entergy Operating 
Companies Cost functiondimtion issues. 

Reeky Mountain Power 
(PacifiCorp) Projected Test Year 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating 

Vintage Pricing, Marginal Cost Pricing 

Class Cost of Senrice, Rate Restructuring, 
Apportionment of Revenue Increase to 

ER07682000 FERC 

Doc. No. WY 
20WO-277-ER-07 

Cimarex Energy Company 

CaseNo. OH 
07-551 

Ohio Energy Gmup 

J. KENNEDY AND ASSOCIATES, INC. 
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Rate Schedules 
X I 8  ER07-956 FERC Louisiana Public Entergy Services, Inc. Entergy's Compliance Filing 

Service Commission and the Entergy Operating System Agreement Bandwidth 
Staff Companies Calculations. 

2/08 DocNo. PA West Penn Power West Penn Power Co. Default Service Plan issues. 
P-00072342 Industrial Intervenors 

3108 DocNo. AZ Kroger Company Tucson Electric Power Co. Cost of Service, Rate Design 
EO1 9 3 3 ~ - 0 5 - 0 6 ~  

0 ~ 8  080278 WV West Virginia Appalachian Power Co. Expanded Net Energy Cost 'ENEC" 
E-GI Energy Users Group American Electric Power Co. Analysis. 

6108 CaseNo. OH Ohio Energy Group Ohio Edison, Toledo Edison Recovery of Deferred Fuel Cost 
08-124-EL-ATA Cleveland Elect~ic Illuminating 

7108 

08108 

09103 

09iQ8 

091~a 

09M8 

01/09 

DocketNo. UT 
07-035-93 
Doc. No. WI 
6680UR-1 IS 

Doc, No. WI 
6690-UR-119 

Case No. OH 
08-936-EL-SSO 

Case No. OH 
08935-EL-SSO 

Case No. OH 
08917-EL-SSO 
08-91 BEL-SSO 

200800251 KY 
200800252 

081511 WV 
E-GI 

M-2008- PA 
2036188, M- 
20(1a2036197 

ER08-1056 FERC 

Kroger Company 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Ohio Energy Group 

Ohio Energy Group 

Ohio Energy Group 

Kentucky Industrial Utility 
Customen, Inc. 

West Virginia 
Energy Users Group 

Met-Ed Industrial Energy 
Users Group and Penelec 
Industrial Customer 
Alliance 

Louisiana Public 
Service Commission 

Rocky Mountain Power Co, 

Wisconsin Power 
and Light Ca. 

Wisconsin Public 
Service Co. Issues, Intenuptible rates. 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating Solicitaton 

Cost of Service, Rate Design 

Cost of Service, rate design, tariff 
Issues, lntermptible rates. 

Cost of Service, rate design, tariff 

Provider of Last Resort Competitive 

Ohio Edison, Toledo Edison 
Cleveland Electric Illuminating Plan 

Provider of Last Resort Rate 

Ohio Power Company 
Columbus Southem Power Co. Plan 

Provider of Last Resort Rate 

Louisville Gas I% Electric Co. 
Kentucky USlities Co. 

Cost of Service, Rate Design 

Mon Power Co. 
Potomac Edison Co. Analysis. 

Expanded Net Energy Cost 'ENEC" 

Metropolin Edison Go. 
Pennsylvania Elect~ic Co. 

Transmission Sewice Charge 

Entergy Services, Inc. 
and the Entergy Opemting 
Companies Calculations. 

Entergy's Compliance Fiiing 
System Agreement Bandwidth 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case  Jurisdict. Party Utility Subject  

01/09 

o m 9  

5/09 

5109 

6109 

6109 

7109 

81O9 

9/09 

9/09 

9m9 

ion9 

1 om 

11109 

1 1109 

12/09 

E01345A- AZ 
08-0172 

PUE-2009 VA 
-09018 

094177- wv 
E-GI 

PUE-2009 VA 
-000'16 

PUE-2009 VA 
-00038 

080677-El FL 

U-20925 LA 
(RRF 2004) 

09AL-299E CO 

Doc. No. WI 
OWR-104 

Doc. No. WI 
66BO-UR-117 

DocketNo. UT 
09035-23 

09AL-299E CO 

PUE-2009 VA 
-00019 

E-P 

Case No. OH 
09-906ELSSO 

Kmger Company 

Kentucky lndusbial Utility 
Customen, Inc. 

VA Committee For 
Fair Utility Rates 

West Virginia Energy 
Users Group 

VA Committee For 
Fair U l i l i  Rates 

Old Dominion Committee 
For Fair Utility Rates 

South Florida Hospital 
and Healthcare Assoc. 

Louisiana Public Service 
Commission Staff 

CF& Steel Company 
Climax Molybdenum 

Wisconsin Industrial 
Energy Group, Inc 

Wisconsin Industrial 
Energy Group, Inc. 

Kroger Company 

CF81 Steel Company 
Climax Molybdenum 

VA Committee For 
Far Utili@ Rates 

West Virginia 
Energy Usen Group 

Ohio Energy Group 

Arizona Public Service Co. Cost of Sewice, Rate Design 

East Kentucky Power 
C o o ~ ~ t i v e ,  Inc. 

Dominion Virginia 
Power Company 

Appalachian Power 
Company 

Dominion Virginia 
Power Company 

Appalachian Power 
Company 

Florida Power & 
Light Company 

Entegy Louisiana 
LLC 

Public Service Company 
of Colorado 

Wisconsin Electric Power Co. 

Wisconsin Power 
and Ljght Co. 

Rocky Mountain Power Co. 

PuMic Sewice Company 
of Colorado 

Dominion Virginia 
Power Company 

Mon Panrer Co. 
Potomac Edson Co. 

Ohio Edison, Toledo Edwn 
Cleveland Electric Illuminatifig 

Cost of Service, Rate Design 

Transmission Cost Recovery 
Rider 

Expanded Net Energy Cost 
'ENEC Analysis 

Fuel Cos! Recovery 
Rider 

Fuel Cos! Recovery 
Rider 

Retail cost of service, rate 
design 

Interruptible Rate Refund 
Selement 

Energy Cost Rate issues 

Cost of Service, rate design, tariff 
Issues, lntemrplible rates. 

Cost of Service, rate design, tariff 
lswes, lntenuptible r a k .  

Cast of Service, Allocation of Rev Increase 

Cost of Service, Rate Design 

Cost of Service, Rate Design 

Expanded Net Energy Cost 'ENEC 
Analysis. 

Pmvider of Last Resort Rate 
Plan 
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09/10 

11/10 

l l / IO  

12/10 
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311 1 

CaseNo. VA 
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DocketNo. UT 
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CaseNo. WV 
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200900459 KY 

200900548 KY 
200900549 
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2161575 

201000167 KY 

10M-245E CO 

100699- WV 
E42T 

Doc. No. WI 
4220-UR-116 

10AS54EG CO 

10-2586-EL- OH 
SSO 

20000-384- WY 
EK-IO 

Service Comm'wion 

Old Dominion Committee 
For Fair Utility Rates 

Kmger Company 

West Virginia Energy 
Users Gmup 

Large Power Intervenors 

Louisiana Public Service 
Service Commission 

Kentucky Industrial 
UlMy Customers, Inc. 

Kenlucky Industrial Uaity 
Customers, Inc. 

Philadelphia Area Industrial 
Energy Users Gmup 

Kentucky Industrial Utility 
Customen, Inc. 

CF&I Steel Company 
Climax FIlofybdenum 

West Virginia Energy 
Users Gmup 

Wisconsin Industrial 
Energy Group, Inc. 

CF&I Steel Company 
Climax Molybdenum 

Ohio Energy Gmup 

Wyoming lndusbial Energy 
Consumers 

and the Entergy Operating 
Companies Calculations. 

System Agreement Bandwidth 

Appalachian Power Co. Cost A l l d o n ,  Allocation of Rev Increase, 
Rate Design 

Rocky Mountain Power Co. Rate Design 

Mon Power Co. 
Potomac Edison Co. Revenue apportionment 

Minnesota Power Go. 

Retail Cost of Service 

Cost of Service, rate design 

Entergy Services, Inc. 
and the Entergy Operating 
Companies 

Kentucky Power Company 

System Agreement Issues 
Related to olf-system sales 

Cost of service, rate desgn, 
bansmission expenses. 

Cost of Sewice, Rate Design Louisville Gas 8 Electric Co. 
Kentucky Utilities Co. 

PECO Energy Company Cost of Service, Rate Design 

East Kentucky Power 
Cooperalive, Inc. 

Public Service Company 
of Colorado 

Appalachian Power 
Company Transmission Rider 

Cost of Service, Rate Design 

Economic Impact of Clean Air Act 

Cost of Swvice, Kate Design, 

Northern States Power 
co. Wisconu'n 

Public Service Company 

Cost of Service, rate design 

Demand Side Management 
Issues 

Duke Energy Ohio Provider of Last Resort Rate Plan 
Electric Secudty Plan 

Electric Cost of Service, Revenue Rocky Mountain Power 
Wyoming Apportionment, Rate Design 
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Corporation 
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07/11 
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08M 1 

0911 1 

0911 1 

1011 1 

1111 1 

11111 

12/11 

3/12 

411 2 

5112 

6/12 

DocketNo. UT 
1 M35-124 

PUE-2011 VA 
-00045 

U-29764 LA 

Case Nos. OH 
11446-ELSSO 
11-348-EL-SSO 

PUE-2011- VA 
00034 

2011-00161 KY 
2011-00162 

Case Nos. OH 
11446-EL-SSO 
11-348-ELSSO 

110452 WV 
E-P-T 

11-1274 WV 
E? 

E-01345A- AZ 
114224 

E-01345A- AZ 
1 14224 
CaseNo. KY 
2011-00401 

2011-00036 KY 
Rehearing Case 

2011-346 OH 
2011-348 

PUE-2012 VA 
MI051 

Class Cost of Service 

VA Committee For 
Fair U t i l i  Rates 

Dominion Virginia 
Power Company 

Fuel Cost Recovery Rider 

Louisiana Public &vice 
Commission Staff 

Entegy Gulf Slates, Inc. 
Entergy Louisiana, LLC 

Entergy System Agreement - Successor 
Agreement Revisions, RTO Day 2 Market 
Issues 

Ohio Energy Gmup Ohio Power Company 
Columbus Southem Power Co. 

Uectric Security Rate Plan, 
Provider of Last Resort Issues 

Old Dominion Committee 
For Fair Utifity Rates 

Kentucky Industrial UMy 
Consumers 

Ohio Energy Group 

Appalachian Power Co. Cost Allomtion, Rate Recovery 
of RPS Costs 

Louisville Gas & ElecZlic Co. 
Kentucky Utililies Company 

Ohio Power Company 
Columbus Souhem Power Co. 

Environmental Cost Recovery 

Electric Security Rate Plan, 
Stipulation Suppori Testimony 

West Virginia 
Energy Users Group 

West Virginia 
Energy Usen Group 

Krcger Company 

Mon Power Co. 
Potomac Edison Co. 

Mon Power Co. 
Potomac Edison Co. 

Arizona Public Service Co. 

Energy Eficiencymemand Reduction 
Cost Recovery 

Expanded Ne1 Energy Cost 'ENEC" 
Analysis. 

Dmupling 

Kmger Company 

Kentucky Industrial Utility 
Consumen 

Kentucky Induslrial Utirity 
Customen, IN. 

Ohio Energy G m p  

Arizona Public Service Co. 

Kentu&y Power Company 

Cost of Service, Rate Design 

Environmental Cost Recovery 

Big Rivers Electric 
Corporation 

Cost of Service, Rate &in 

Ohio Power Company Electric Secu@ Rate Plan 
Interruptible Rate Issues 

Fuel Cost Recovery 
Rider 

Old Dominion Committee 
For Fair Mi Rates 

Appalachian Power 
Company 
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9112 
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11/12 
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1240026 

DocketNo. UT 
11035200 

12-0275- WV 
E-GI-EE 

120399- WV 
E P  

120015-El FL 

201100063 KY 

CaseNo. KY 
2012-00226 

ER12-1384 FERC 

201200221 KY 
201200222 

12-1238 WV 
E-GI 

12-1188- wv 
E-PC 

Air Products and Chemicals, Inc. 

Kroger Company 

Company 

Rocky Mountain Power Co. 

West Virginia Energy Appalachian Power 
Users Group Company 

West Virginia Energy Appalachian Power 
Usen Group Company 

South Florida Hospital Florida Power & 
afxl Healthcare Assoc. Light Company 

Kentucky Industrial Utili&! 
Customers, Inc. Corporation 

Rig Rivers Electric 

Kentucky Industrial UWity 
Consumer; 

Kentucky Power Company 

Louisiana Public Service 
Commission 

Entergy Services, lnc. 

Kentucky lndusbial Urlity 
Customers, Inc. Kentucky Utilities Co. 

West Virginia Mon Power Co. 
Energy Users Group 

West Virginia Energy Appalachian Power 

Louisville Gas & Electric Co. 

Potomac Edison Co. 

Usen Group Company 

Class Cost of S m k e  

Energy Efficiency Rider 

Expanded Net Energy Cost (ENEC) 

Retail cost of service, rate 
design 

Environmental Cost Recoveiy 

Real Time Pn'cing Tariff 

Entergy System Agreement Cancelled 
Plant Cost Treatment 

Cost of Service, Rate Design 

Expanded Net Energy Cost 
Recovery Issues 

Securitization of ENEC Costs 
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BEFORE THE 

ARIZONA CORPORATION COMMISSION 

In the Matter of the Application of Tucson Electric 
Power Company for the Establishment of Just and 

Its Operations Throughout the State of Arizona 

1 
1 

1 
1 

Reasonable Rates and Charges Designed to Realize 
A Reasonable Rate of Return on the Fair Value of 

) Docket No. E-01933A-12-0291 

DIRECT TESTIMONY OF STEPHEN J. BARON 

1 I, INTRODUCTION 

2 Q. Please state your name and business address. 

3 

4 

5 Georgia 30075. 

6 

7 

A. My name is Stephen J. Baron. My business address is J. Kennedy and Associates, 

Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Q. What is your occupation and by who are you employed? 

J.  Kennedy and Associates, Inc. 
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5 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A. I am the President and a Principal of Kennedy and Associates, a firm of utility rate, 

planning, and economic consultants in Atlanta, Georgia. 

Q. Please describe briefly the nature of the consulting services provided by 

Kennedy and Associates. 

Kennedy and Associates provides consulting services in the electric and gas utility 

industries. Our clients include state agencies, large consumers of electricity and other 

market participants. The firm provides expertise in system planning, load 

forecasting, financial analysis, cost-of-service, and rate design. Current clients 

include the Georgia and Louisiana Public Service Commissions, and consumer 

groups throughout the United States. 

A. 

Q. 

A. 

Please state your educational background. 

I graduated kom the University of Florida in 1972 with a B.A. degree with high 

honors in Political Science and significant coursework in Mathematics and Computer 

Science. In 1974, I received a Master of A r t s  Degree in Economics, also fi-om the 

University of Florida. My areas of specialization were econometrics, statistics, and 

public utility economics. My thesis concerned the development of an econometric 

model to forecast electricity sales in the State of Florida, for which I received a grant 

fi-om the Public Utility Research Center of the University of Florida. In addition, I 

J.  Kennedy and Associates, Inc. 
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6 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

have advanced study and coursework in time series analysis and dynamic model 

building. 

Q. 

A. 

Please describe your professional experience. 

I have more than thirty years of experience in the electric utility industry in the areas 

of cost and rate analysis, forecasting, planning, and economic analysis. 

Following the completion of my graduate work in economics, I joined the staff of the 

Florida Public Service Commission in August of 1974 as a Rate Economist. My 

responsibilities included the analysis of rate cases for electric, telephone, and gas 

utilities, as well as the preparation of cross-examination material and the preparation 

of staff recommendations. 

In December 1975, I joined the Utility Rate Consulting Division of Ebasco Services, 

Inc. as an Associate Consultant. In the seven years I worked for Ebasco, I received 

successive promotions, ultimately to the position of Vice President of Energy 

Management Services of Ebasco Business Consulting Company. My responsibilities 

included the management of a staff of consultants engaged in providing services in 

the areas of econometric modeling, load and energy forecasting, production cost 

modeling, planning, cost-of-service analysis, cogeneration, and load management. 

J.  Kennedy and Associates, Inc. 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

I joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of 

the Atlanta Office of the Utility Regulatory and Advisory Services Group. In this 

capacity I was responsible for the operation and management of the Atlanta office. 

My duties included the technical and administrative supervision of the staff, 

budgeting, recruiting, and marketing as well as project management on client 

engagements. At Coopers & Lybrand, I specialized in utiIity cost analysis, 

forecasting, load analysis, economic analysis, and planning. 

In January 1984, I joined the consulting firm of Kennedy and Associates as a Vice 

President and Principal. I became President of the firm in January 1991. 

During the course of my career, I have provided consulting services to numerous 

industrial, commercial, Public Service Commission and utility clients, including 

international utility clients. 

I have presented numerous papers and published an article entitled “How to Rate 

Load Management Programs” in the March 1979 edition of “Electrical World.” My 

article on “Standby Electric Rates” was published in the November 8, 1984 issue of 

“Public Utilities Fortnightly.” In February of 1984, I completed a detailed analysis 

J Kennedy and Associates, Inc. 
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10 
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13 

14 

15 

16 

17 

18 

19 

20 

entitled “Load Data Transfer Techniques” on behalf of the Electric Power Research 

Institute, which published the study. 

I have presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan, 

Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North 

Carolina, Ohio, Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, 

Wyoming, before the Federal Energy Regulatory Commission (“FERC”), and in 

United States Bankruptcy Court. A list of my specific regulatory appearances can be 

found in Baron Exhibit - (SJB-1). 

Q. Have you previously presented testimony before the Arizona Corporation 

Commission? 

Yes. I presented testimony in a Tucson Electric Power Company proceeding in 198 1 

on behalf of the Commission (Docket No. U-1933I) and in 2008 on behalf of Kroger 

Co. (Docket No. E-01933A-07-0402). I also presented testimony in three Arizona 

Public Service Company rate cases on behalf of Kroger Co. (Docket Nos. E-01345- 

03-0437, E-01345A-05-0816 and E-O1345A-11-0224). Finally, I presented Direct 

Testimony on the Company’s proposed Lost Fixed Cost Recovery Mechanism in this 

docket in December 201 2. 

A. 

J .  Kennedy and Associates, Inc. 
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21 
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Q. 

A. 

On whose behalf are you testifying in this proceeding? 

I am testifjing on behalf of the Kroger Co. Kroger has approximately 22 stores and 

other facilities in the TEP service territory. These stores consume in excess of 48 

million kwhs per year on the TEP system. 

Q. 

A. 

What is the purpose of your testimony? 

I will be presenting testimony on a number of cost of service and class revenue 

apportionment issues that affect Kroger’s service on TEP’s General Service rate 

schedules, primarily rate LGS-85N. As I will discuss, I do not support the 

Company’s proposed 4CP Average and Peaks class cost of service methodology in 

this case. A 100% demand 4CP methodology is more appropriate for retail cost 

allocation and is consistent with the Company’s proposed jurisdictional allocation 

methodology. 

Q. Would you please summarize your recommendations? 

A. Yes. 

TEP’s ccaverage and peaks’klass cost of service methodology is not 
reasonable and should be rejected. The Company uses a 4 CP 
methodology for jurisdictional allocation of generation and transmission- 
related costs. For the same reasons cited by TEP witness Jones to 
support the use of the 4 CP method for jurisdictional cost allocation, the 
4 CP method is also appropriate for retail class cost of service allocation. 

J.  Kennedy and Associates, Inc. 
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Even if the Commission approves the use of the average and peaks 
methodology to allocate generation-related costs to retail rate classes, the 
Commission should reject the Company’s proposed rate schedule 
increases, which do not adequately reflect the results of the TEP cost of 
service study. In particular, the Company’s proposed increase for Large 
General Service rates is excessive and results in an LGS rate of return at 
proposed rates that is unreasonable, compared to the system average 
ROR. The LGS rate class should receive an increase no greater than the 
average TEP percent revenue increase approved by the Commission in 
this case. 

J .  Kennedy and Associates, Inc. 
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11. REVENUE ALLOCATION AND COST OF SERVICE 1 
2 

Q. Have you reviewed the Company’s 12 month ending December 2011 test year 3 

cost of service study fded in this proceeding? 4 

A. Yes. The Company is utilizing a 4 coincident peak and average demand (“Average & 5 

Peaks”) cost of service study in this proceeding to allocate production demand costs 

to retail rate classes. This cost of service method allocates 45% of the production 

6 

7 

demand related fixed costs on the basis of rate class energy use regardless of the time- 8 

of-day or season of the year in which the usage OCCUTS. The remaining 55% of fixed 9 

production demand costs are allocated on the basis of 4 CP demands. This is in sharp 10 

contrast to the methodology used by TEP to allocate these identical costs for 

jurisdictional cost allocation. For jurisdictional allocation, the Company allocates 

11 

12 

13 production demand related fixed costs using a 100% demand 4 CP methodology, not 

the average and peaks method. In support of its jurisdictional cost allocation method, 14 

TEP witness Craig Jones states as follows: 15 

Of the coincident peak demand approaches, the 4 CP approach is 
appropriate for a system most likely to peak in the months of June 
through September. (Direct testimony at page 12, line 25). 

16 
17 
18 
19 

Mr. Jones goes on to say, in support of the 100% demand 4 CP method: 20 

Therefore, the system is designed to meet the peak demands in any given 
timeframe in the months of June, July, August and September where the 
peak may reasonably occur. (Direct testimony at page 13, line 8). 

21 
22 
23 
24 

J .  Kennedy and Associates, Inc. 
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There is no reasonable basis to support the allocation of production demand costs 

using a 45% energy/55% demand basis for rate class cost allocation, in light of the 

Company’s continued use and support of a 100% demand 4 CP methodology to 

allocate these same cost on a jurisdictional basis. For the same reasons cited by Mr. 

Jones to support the use of the 4 CP method for jurisdictional cost allocation, the 4 

CP method is also appropriate for retail class cost of service allocation. 

Q, How does TEP reconcile the use of a 4 CP allocation method for jurisdictional 

cost allocation and an “average and peaks” methodology for retail class cost 

allocation? 

I don’t believe that the Company has adequately reconciled these two very different 

cost causation theories. Beginning on page 19 if his testimony, Mr. Jones states that 

the average and peaks method is the methodology previously adopted by the 

Commission and also argues that the average and peaks method recognizes that base 

load units produce he1 savings, relative to less efficient gas fired peaking units. This 

argument, which is commonly referred to as the “capital substitution” theory, relies 

on the economic tradeoffs in resource planning between base load, intermediate and 

peaking capacity. However, there is no foundation presented by TEP in this case for 

the specific use of an allocation factor based on a weighting of average demand and 

peak demand. The energy/demand weighting, which in the TEP analysis, is based on 

A. 

X Kennedy and Associates, Inc. 
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the system load factor, is not supported by any cost analysis that attempts to measure 

the economic tradeoffs between the costs of a base load unit, versus a peaking or 

intermediate unit. The so-called “weight” used by the Company is arbitrary. 

Q. Has the Commission previously affirmatively adopted the 4 CP Average and 

Peaks method for class cost of service allocation in the prior TEP rate case? 

According to the Company’s response to AEEC 2.02, the “Company is not aware of 

any passage that specifically approved the Company’s proposed CCOSS, but the 

Company is also unaware of any specific passage that disapproved the Company’s 

CCOSS or specifically approved an alternative CCOSS.” Given TEP’s own 

admission, it would appear that any assertion that the Commission previously 

approved the 4 CP Average and Peaks method is weak, at best. 

A. 

A review of previous Commission Orders shows at least one occasion in which the 

Average and Peaks method was discussed. In APS’s 2007 Rate Case (Docket No. E- 

01345A-05-0816), the Commission expressed some support for an energy weighting 

method for allocating production plant, but declined to approve the Average and 

Peaks method because of concerns that the Average and Peaks method double-counts 

average demand.’ 

’ Docket No. E-01345A-05-0816, Order ofJune 28,2007; pp. 70-71. 

J.  Kennedy and Associates, Inc. 
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Q. Do you believe that the Company’s average and peaks cost of service study 

provides a reasonable basis to evaluate the relationship between the rates being 

charged each rate class and the underlying cost of providing service to these 

customers? 

No. For the same reasons cited by the Company in support of a 4 CP method for 

jurisdiction cost allocation, I believe that the 4 CP method should be used for retail 

class cost of service purposes. I will present an alternative 4 CP class cost of service 

study in this case. I believe that the Commission should adopt such a methodology 

for purposes of assessing the reasonableness of TEP’s retail rates, in relation to the 

underlying cost of providing service to the customers on each rate class. 

A. 

Q. Does the historical evidence regarding monthly peak loads on the TEP system 

support the use of a 100% demand 4 CP method? 

Yes. Figure 1 below shows a chart of monthly TEP peaks for each of the years 2007 

through 201 1. The chart clearly demonstrates that the TEP system is a consistently 

summer peaking system and confirms the Company’s use of a 4 CP for jurisdictional 

cost allocation and also supports its use for class cost allocation. 

A. 

J. Kennedy and Associates, Inc. 
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Figure 1 
Tucson Electric Power Company 

Monthly Peak Demands (2007 - 2011) 

, 1-- 1,000 I IF-.--- 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

Q. Has the Company prepared a 100% demand 4 CP class cost of service study in 

this case? 

Yes. While TEP has not filed such a study in its testimony and exhibits in this case, 

the Company has prepared a 4 CP cost study in response to AEEC 2.04. Table 1 

below presents the rate of return results using the Company's 4 CP study (provided in 

AEEC 2.04) and the TEP supported 4 CP Average and Peaks study. Also shown in 

Table 1 is an alternative version of TEP's 4 CP cost study (AEEC 2.04) in which the 

class loads have been adjusted for losses and load research errors, consistent with the 

load data used in its own 4 CP Average and Peaks cost study. While the results of 

this adjusted 4 CP cost study ("Kroger 4 CP") are nearly identical to the cost study 

provided in response to AEEC 2.04, it represents a more appropriate analysis that 

A. 

J .  Kennedy and Associates, Inc. 
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uses consistent load data. Baron Exhibit - (SJB-2) presents a summary of the Kroger 

100% demand 4 CP class cost of service study. 

Table 1 
Rates of Return at Present Rates 

TEP 
AVG i% PEAKS 

AS FILED 
TOTAL TEP 1.90% 
TOTAL RESIDENTIAL -0.40% 
TOTAL SMALL GENERAL SERVICE 20.43% 
TOTAL LARGE GENERAL SERVICE 0.52% 
TOTAL LARGE LIGHT & POWER -9.02% 
TOTAL MINING -1 2.98% 
TOTAL LIGHTING -1 1.43% 

TEP 
Response 
AECC 2.04 

1.90% 
-3.53% 
24.92% 
2.10% 

-4.92% 
-3.98% 

-12.71 % 

Kroger 
4 CP 
Study 

1.90% 
-3.55% 
25.02% 
2.12% 

-4.91 % 
-4.03% 

-1 2.70% 4 

5 

6 

7 

a 

9 

10 

11 

12 

13 Q. In response to these significant rate of return disparities, how is TEP proposing 

As can be seen fiom Table 1, the LGS rate class is shown to have a rate of return in 

excess of the system average (“Total TEP”) using a 4 CP methodology. Even under 

the Company’s filed cost of service study, the LGS rate class is only one of two 

classes earning a positive rate of return at present rates; all other rate classes are 

earning negative rates of return. This means that these other rate classes are not even 

covering their expense obligations, let alone earning any return on invested capital. 

14 

15 

to apportion its requested 127.8 million overall increase among rate classes? 

Table 2 below summarizes the proposed revenue increase for each rate class. A. 

J.  Kennedy and Associates, Inc. 
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Table 2 
TEP Proposed Revenue Increases 

Proposed Increase 
to Adiusted Revenue 

Rate Schedules 
Residential Service 
Small General Service 
Large General Service 
Large Light & Power Service 
Mining Service 
Traffic Signals & Lighting Service 
TOTAL 

$ 25. 
$52,660,469 14.2% 
19,595,652 8.2% 
30,723,125 29.6% 
11,810,699 20.8% 
11,902,708 19.1% 
1,067.376 25.4% 

$127,760.029 15.3% 

As shown in the table, TEP is proposing to increase the LGS rate class by 29.6%, 

compared to an average retail increase of 15.3%. This is not a reasonable proposal, in 

light of the Company’s own cost of service study results. The LGS class and the SGS 

class are the only two rate classes earning positive rates of return at present rates; yet 

the Company is proposing to impose twice the average increase on rate LGS. This is 

the largest percentage increase being proposed by TEP for any rate class and it is 

unreasonable in light of the Company’s own recommended cost of service results. At 

proposed rates, the LGS rate class will now provide substantial dollar subsidies to 

other classes. 

Has the Company attempted to move rate schedule rates of return toward 

equality in its proposed rates for each schedule? 

Only minimally. More importantly, for rate LGS, the Company is proposing 

increases that raise the relative rate of return for this class substantially above the 

Q. 

A. 
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system average. As shown in Figure 2 below, the LGS and SGS rate classes are the 

only two TEP retail rate classes that have positive rates of return at present rates. 

While the Company is proposing to reduce the relative rate of return for SGS at 

proposed rates (and therefore the subsidies paid by this class), TEP is proposing to 

substantially increase the relative rate of return for rate LGS so that it would now 

produce a rate of return on rate base at proposed rates of 15.2'%, nearly twice the 

system average rate of return. This is not a reasonable proposal. 

Rates of Return at Present and Proposed Rates 
TEP Cost of Service Study 

Cl Present 

Proposed 

Total Residential SGS LGS LL&P Mining Lighting $ 
x x "-__I x ~ ~ _x_x-II I -x^ XI- -~ .",I 9 

10 

11 Figure 3 below isolates these relative rate of return index values for rate LGS. This clearly 

12 demonstrates that the Company's proposal does not reflect a balanced 
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Figure 3 
Relative Rate of Return at Present and Proposed Rates 

Large General Service 

0 Retail Avg. 

Large Genera 
Service 

Present Proposed 

Have you calculated the dollar subsidies paid and received by each rate class at 

present and proposed rates? 

Yes. Table 3 below shows the dollar subsidies based on the Company's filed cost of 

service study. Consistent with the relative rate of return index results, TEP's 

proposed rates result in substantial subsidies being paid by rates SGS and LGS. In 

the case of LGS, the dollar subsidies at TEP's proposed rates are $12 million (in the 

table, negative values indicate subsidies that are being paid, positive values indicate 

subsidies being received). Except for rates SGS and LGS, all TEP retail rate classes 

will receive millions of dollars of subsidies based on the Company's rate increase 

proposal. Again, these results are based on the Company's 4 CP Average and Peaks 
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cost of service study. TEP’s proposed subsidies are substantially worse under 

Kroger’s recommended 100% demand 4 CP methodology. 

Table 3 
Dollar Subsidies at Present and Proposed Rates 

TEP Class Cost of Service Study 

Subsidy Subsidy 
Present Proposed 
Rates Rates 

RESIDENTIAL $ 17,023,982 $ 27,851,516 
SMALL GENERAL SERVICE $ (56,956,870) $ (49,869,247 
LARGE GENERAL SERVICE $ 2,536,685 $ (1 2,132,439 

MINING $ 14,000,216 $ 9,660,640 
LIG HTl NG $ 10,994,866 $ 15,070,681 
TOTAL TEP 0 ( 

LARGE LIGHT & POWER $ 12,401,122 $ 9,418,848 

Q. In light of the cost of service evidence that you have presented, which includes 

both the Company’s 4 CP Average and Peaks study and the Kroger 100% 

demand 4 CP study, what revenue apportionment do you recommend in this 

case? 

Given the substantial subsidies that would be imposed on the LGS rate if the TEP 

recommendation is approved, I recommend that the Commission reject the TEP 

revenue apportionment and adopt a rate class revenue increase apportionment that 

more reasonably moves rates towards cost of service and reduces subsidies by a 

reasonable amount. This can be accomplished by limiting the percentage increase to 

A. 
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the LGS rate class to the system average increase. For example, if the Company’s 

overall revenue increase is hypothetically approved, which would result in an overall 

retail rate schedule increase of 15.3%, then the LGS rate class should receive an 

increase no greater than 15.3%. The resulting revenue reduction fiom the LGS class 

can be spread uniformly (on a percentage basis) to all other rate classes, except SGS. 

Table 4 below shows the increases for each rate class, again based on the Company’s 

overall revenue increase request. 

Table 4 
Kroger Proposed Revenue Increases 

Proposed Increase 
to Adiusted Revenue 

Rate Schedules 
Residential Service 
Small General Service 
Large General Service 
Large Light & Power Service 
Mining Service 
Traffic Signals & Lighting Service 
TOTAL 

$ 
$62,761,205 
$19,595,652 
$15,869,220 
$14,07 6,093 
$14,185,751 
$1,272,109 

$127.760.029 

- % 
16.9% 
8.2% 
15.3% 
24.8% 
22.8% 
30.3% 
15.3% 

10 

11 

12 

13 recommended LGS class increase? 

Q. The Company is proposing a smaller percentage increase to the LGS TOU rate 

schedules than to the LGS non-TOU rates. How should the Company’s 

proposed individual LGS rate schedule increases be adjusted to achieve your 

.I Kennedy and Associates, Inc. 
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A. To maintain the Company’s LGS rate design, the reduction in the overall LGS rate 

class revenue increase that is necessary to achieve a system average increase for all 

LGS rate schedules on a combined basis (15.3% based on the TEP filing), should be 

spread proportionately to the LGS TOU and other LGS rate schedules using the 

Company’s proposed LGS increases as a baseline. Schedule H2-2 shows that TEP is 

proposing to increase the LGS TOU rates by 11.8% and LGS non-TOU rates by an 

average of 32.7%; the combined LGS rate class increase is 29.6% as shown on my 

Table 2. These increases should be scaled back to the system average increase 

(15.3% based on the Company’s filing) on a proportionate dollar basis. 
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111. RATE DESIGN 

Q. Have you reviewed the Company’s proposed changes to rate schedule LGS- 

85N? 

Yes. The Company is proposing to implement a 100% demand ratchet. While I do 

not have an objection to a 100% ratchet for LGS-85NY I do have some concerns with 

the Company’s calculation of test year LGS-85N billing determinants. TEP 

developed adjusted LGS-85N billing demands in this case to reflect a year-end level 

of customers. The Company then adjusted the billing demands to reflect the impact 

of implementing a 100% 12 month demand ratchet, which sets the monthly billing 

demand for a customer at the highest on-peak demand of the customer during the 

current and preceding 11 months. Figure 4 shows a graph of the monthly demands 

developed by the Company, as in the LGS-85N rate design. The dashed line shows 

the months LGS-85N maximum demands, adjusted for the year-end level of 

customers. As can be seen, during the test year, the maximum billed demands for the 

rate occurred in June. The solid line shows TEP’s calculation of billing demands, 

adjusted for the effect of the 100% ratchet? While I do not have information for the 

months prior to the test year, based on this data, the ratcheted billing demands for at 

least the summer months after May should be at least as high as the May level, yet the 

A. 

’ The ratcheted billing data reflects an average value for each summer month and a separate average value for 
each winter month, as used in the Company‘s rate design analysis. 
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chart shows ratcheted billing demands below that level for the May through 

September period of the test year. Also, as shown in the chart, there is a substantial 

drop in maximum demands (solid line) in the month of July, which is not typical for 

customers on this type of rate schedule. I am concerned about this data and 

recommend that the Company review its LGS-85N rate design calculations to insure 

that it is correct and present its findings in its rebuttal testimony in this case. 
-~~ IÎ  A- - ~~~- II_ xx " - -~- -x-Y 

Figure 4 

LGS-85N Test Year Billing Demands 
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9 Q. Does that complete your testimony? 

10 A. Yes. 
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Ubi ikieslEntergy 
agreement. 

Merger of GSU into Entergy 
System; impact on system 

7193 93-0114- WV 
E-C 

Airco Gases Monongahela Power 
co. 

J. KENNEDY AND ASSOCIATES, INC. 
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of 

Stephen J. Baron 
As of December 2012 

Date Case Jurisdict. Party Utility Subject 
8193 930759-EG FL Florida Industial Generic - Elecbic Cost recovery and allocation 

of DSM costs. Power Users' Group 

Lehgh Valley 
Power Committee 

Utilities 

9193 

11193 

12/93 

4194 

5/94 

7194 

7194 

a194 

9194 

9194 

9194 

1 OM 

Ma09 PA 
30406 

Pennsylvania Power 
& Light Co. 

Ratemaking treabnent of 
off-system sales revenues. 

346 KY Kentucky Industrial 
Uti l i i  Customers 

Louisiana Public 
Setvice Commission 
Staff 

Large Power Intervenors 

Generic- Gas 
Utilities 

Allocation of gas pipeline 
bansition costs - FERC Oder 636. 

u-17735 LA Cajun Electric 
Power Cooperahe 

Nuclear plant prudence, 
forecasting, excess capacity. 

E4151 MN 
GR-94-001 

Minnesota Power 
co. 

Cost allocation, rate design, 
rate phase-in plan. 

U-20178 LA Louisiana Public 
Service Commission 

Louisiana Power & 
Light Co. 

Analysis of least cost 
integrated resource plan and 
demand-side management program. 

Cost-of-seruice, allccatian of 
rate increase, rate design, 
emission allowance sales, and 
operatians and maintenance expense. 

Cost.of-sen/ice, allocation of 
rate increase, and rate design. 

Analysis of extended reserve 
shutdown units and violation of 
system agreement by Entqy.  

Analysis of intmptible rate 
tens  and conditions, availability 

Afmco, Inc.; 
West Penn Power 
Industrial lntervenorj 

West Penn Power Go. 

94-0035 wv 
E42T 

West Virginia 
Energy Users Group 

Louisiana Public 
Setvice Commission 

Monongahela Power 
co. 

EC94 Federal 
13400 Energy 

Regulatory 
Commission 

R-00943 PA 

R-00943 
081 

081c0001 

Gulf States 
UtililiesEnterg y 

Lehii h Valley 
Power Committee 

Pennsylvania Public 
Utilky Commission 

U-17735 1A Louisiana Public 
Service Commission 

Cajun Electric 
Power Cooperalive 

Gulf States 
Utilities 

Evaluation of appropriate avoi 
cost rate. 

U-19904 LA Louisiana Public 
Service Commission 

Revenue requirements. 

5258-U GA Georgia Public 
Senrice Commission 

Southem Bel 
Telephone & 
Tdegraph Co. 

in telecommunication markets. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Stephen J. Baron 
As of December 2012 

11194 EC94-7-000 FERC Louisiana Public El Paso Elecbic 
ER94-898-000 Service Commission and Central and 

Southwest 

Merger economics, ~ n s m i ~ i o n  
equalization hold harmless 
proposals. 

IntwrupCble rates, 
costatservice. 

2/95 941430EG CO CFBl Steel, L.P. Pubkc Service 
Company of 
Colorado 

4195 R-00943271 PA PPBL Industrial 
Customer Alliance 

Pennsylvania Power 
8 Light Co. 

Costaf-service, allocation of 
rate increase, rate design, 
interruptible rates. 

Interruptible rates. 6195 C-00913424 PA 
COO946104 

Duquesne lntermptible 
Complainants 

Louisiana Public 
Service Cornmission 

Duquesne Light Co. 

8195 ER95-112 FERC 
-000 

Entergy Services, 
lnc. 

Open Access Tmnsmission 
Tariffs - Molesale. 

10B5 U-21485 LA Louisiana Public 
Service Commission 

Gulf States 
Utilities Company 

Nuclear decommissioning, 
revenue requirements, 
capital structure. 

Nuclear decommissioning, 
revenue reguirements. 

Nuclear demmrnissioning and 
cost of debt caphl, capital 
Sbucture. 

10195 ER95-1042 FERC 
400 

10195 U-21485 LA 

Louisiana Public 
Service Commission 

System Energy 
Resources, Inc. 

Gulf States 
Utilities co. 

Louisiana Public 
Service Commission 

11195 1-940032 PA Indusb-ial Energy 
Consumers of 

Pennsylvania 

State-wide - 
all utaiies 

Retail competition issues. 

7196 U-21496 LA Louisiana Public 
Senrice Commission 

Central Louisiana 
Electric Co. 

Revenue requirement 
analysis. 

7196 a m  MD Maryland Industrial 
Group 

Baltimore Gas 8 
Elec. Co., Potomac 
Elec. Power Co., 
Constellation Energy 
Co. 

Ratemaking issues 
asscciated with a Merger. 

8% U-17735 LA 

9196 U-22092 LA 

Louisiana Public 
Service Commission 

Revenue requirements. Cajun Uedn'c 
Power Cooperative 

Louisiana Public 
Seivice Commission 

Entergy Gulf 
States, Inc. 

Decommissioning, weather 
normalizalion, capital 
Sbucture. 

J. KENNEDY AND ASSOCIATES, INC. 
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of 

Stephen J. Baron 
As of December 2012 

Date Case Jurisdict. Party Utility Subject 
2197 R-973877 PA Philadelphia Area PECO Energy Co. Competitive restructuring 

Industrial Energy 
Users Group 

policy issues, stranded cost, 
transition charges. 

Confirmation of reorganization 
plan; analysis of rate paths 
produced by mpet ing plans. 

6197 

6/97 

Civil US Bank- Louisiana Public 
M O n  NptCy Setvice Commission 
No. court 
94-1 1474 Middle Distncf 

of Louisiana 

Cajun Electric 
Power Ccoperative 

R-973953 PA Philadelphia Area 
Industnal Energy 
Users Group 

PEG0 Energy Co. Retail competition issues, rate 
unbundling, stranded wst 
analysis. 

Retail competitian issues 6197 8738 Generic MD Maryland Industrial 
Group 

7197 

10197 

Pennsyivania Power 
8 Light Co. 

Big River 
Elecbic Cop. 

Retail competition issues, rate 
unbundling, stranded cost analysis. 

Analysis of cost of setvice issues 
- Sii Rivers Restmcturing plan 

R-973954 PA PPBL Industrial 
Customer Alliance 

97-204 KY Alcan Aluminum Cop. 
SouWire Co. 

10197 

1 0197 

11197 

R-974008 PA Metropolitan Edison 
Industrial Users 

Metropolitan Edison 
Co. 

Retail competition issues, rate 
unbundling, stranded cost analysis. 

Retail cornpetitinn issues, rate 
unbundling, stmnded cost analysis. 

Decommissioning, weather 
normalization, capital 
Sbudure. 

R-9774009 PA Pennsylvania Electric 
Industrial Customer 

U-22491 LA Louisiana Public 
Senice Commission 

Pennsylvania 
Electric Co. 

Entergy Gulf 
Shtes, lnc. 

P-971265 PA Philadelphia Area 
Industrial Energy 
Users Group 

Analysis of Retail 
Resbuduting Proposal. 

11197 Enron Energy 
Services Power, 1nc.l 
PECO Energy 

12/97 

12/97 

R-973981 PA West Penn Power 
lndustnal lntervanors 

West Penn 
POWW CQ. 

Retail competition issues, rate 
unbundling, stranded cost 
analysis. 
Retail competition issues, rate 
unbundling, stranded cost 
analysis. 

R-974104 PA Duquwnine Industrial 
Intervenors 

Duquesne 
Light co. 

3198 u-22092 LA Louisiana Public GuK Stales 
Utilities co. 

Retail competition, stranded 
cost quantification. (Allocated Stmnded Seriice Commission 

cost Issues) 

J. KENNEDY AND ASSOCIATES, INC. 
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of 

Stephen J. Baron 
As of December 2012 

3198 U-22092 Gulf states 
utilities, Inc. 

Cajun Electric 
Power Cooperative, 
lnc. 

Louisiana Public 
Service Commission 

Stranded cost quantifmtion, 
restruduring issues, 

Revenue requirements analysis, 
weather normalization. 

9/98 U-17735 Louisiana Public 
Service Commission 

MD 

LA 

FERC 

KY 

12/98 8794 Maryland Industrial 
Group and 
Millennium Inorganic 
Chemicals IN. 

BalCmore Gas 
and Elecbic Co. 

Elecbic util i i  resbucluring, 
stranded wst recovery, rate 
unbundling. 

12/98 U-23358 Louisiana Public 
Service Commission 

Entegy Gulf 
states, Inc. 

Nudear dewmmissioning, weather 
nonnaliiation, Entegy System 
Agreement 

Merger issues related to 
market power mitigation proposals. 

5/99 EC-98- 
( C ~ S S -  4 WOO 
Answering TesSmony) 

5/99 98426 
(Response 
Testimony) 

Louisiana Public 
Service Commission 

American Electric 
Power Co. &Central 
south west Corp. 

Kentucky Indusbial 
Utility Customers, Inc. 

Louisville Gas 
& Electric Co. 

Performance based regulation, 
sefflement proposal issues, 
cross-subsidies between eleckic. 
gas services. 

Electric utility restruucturing, 
stranded mst remvery, mte 
unbundling. 

6199 

7199 

7199 

7199 

98-0452 W West Virginia Enegy 
Users Group 

Appalachian Power, 
Monongahela Power, 
8 Potomsc Edison 
Companies 

United Illuminating 
Company 

9403-35 CT Connecticut Industdal 
Energy Consumers 

Electric utility restructuring, 
stranded mst remvery, rate 
unbundling. 

MoGon to dissolve 
preliminary injunction. 

Adversary U.S. 
Proceeding Bankruptcy 
No.98-1065 Court 

Louisiana Public 
Service Commission 

Cajun Electric 
Poww Coaperative 

990306 CT Connecticut Industrial 
Enegy Consumers 

Connecticut Light 
& Power Co. 

Elecbic utility resbucturing, 
stranded cost recovery, rate 
unbundling. 

Nuclear decommissioning, weather 
normalization, Entegy System 
Agreement 

Ananlysi of Proposed 
Contract Rates, Market Rates. 

10199 U-24182 LA Louisiana Public 
Senrice Commission 

Entergy Gulf 
Stales, Inc. 

Louisiana Public 
Senrice Commissbn 

Cajun Elecbic 
Power Cooperative, 
Inc. 

12/99 U-17735 LA 

J. KENNEDY AND ASSOCIATES, INC. 



Exhibit -(SJB-I) 
Page 12 of 20 

Expert Testimony Appearances 
of 
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03100 

03DO 

08/00 

o ~ m o  

10100 

12/00 

12100 

0401 

iomj  

11/01 

11101 

03/02 

U-17735 LA Louisiana Public 
Service Cornmission 

991655 OH AK Steel CotporaEon 
EL-ETP 

980452 WVA West Virginia 
E-GI Energy Users Group 

00-1050 WVA West Virginia 
E-T Energy Users Group 
00-1051-E-T 

SOAH473- TX The Dallas-Fort Worth 
00-1020 Hospital Council and 
PUC 2234 The Coalition of 

Independent Colleges 
And Un*wrsilis 

U-24993 LA Louisiana Public 
Service Commission 

EL0066 LA Louisiana Publc 
ooo a ~ ~ ~ 0 - 2 8 5 4  Service Commission 
EL9533402 

U-21453, LA Louisiana Pubk 
U-20925, Service Commission 
u-22092 
(Subdocket B) 
Addressing Contested Issues 

14000-U GA Georgia Public 
Service Commission 
Adversaiy Staff 

U-25687 LA Louisiana Public 
Service Commission 

U-25965 LA Louisiana Pubk 
Service Commissiwr 

001148-El FL South Florida Hospital 
and Healthcare h o c .  

Cajun Electric Evaluation of Cooperative 
Power Cooperative, Power Contract Elections 
Inc. 

Cincinnati Gas 8 
Electric co. 

Electric utility restructuring, 
stranded cost recovery, rate 
Unbundling. 

Electric utility restructuring Appalachian Power Co. 
American Electric Co. rate unbundling. 

Mon Power Co. 
Polomec Edison Co. rate unbundling. 

Electric uflily restructuring 

TXU, Inc. Elecbic utility restructuring 
rate unbundling. 

Entergy Gulf Nuclear decommissioning, 
States, Inc, revenue requiremenk. 

Entergy Services lnc. Inter-Company System 
Agreement Modifications for 
retail competition. mtemptible load. 

Jurisdictional Business Separation - Entergy Gulf 
States, Inc. Texas Restructuring Plan 

Georgia Power Co. Test year revenue forecast 

Entergy Gulf Nuclear decommissioning requirements 
States, Inc. trammission revenues. 

Generic Independent Transmission Company 
(T‘ransco”). RTO mte design. 

Retail cost of service, rate 
design, resource planning and 
demand side management 

Florida Power & 
Light Company 

J. KENNEDY AND ASSOCIATES, INC. 
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06/02 U-25965 LA Louisiana Public Entergy Gulf SkAes RTO Issues 
Service Cornmission Entergy Louisiana 

07/02 U-21453 LA Louisiana Public SWEPCO, AEP Jurisdictional Business Sep. - 
Service Commission Texas Restructuring Plan. 

08/02 U-25888 LA Louisiana Public Enteergy Louisiana, Inc. Modidions to the lnter- 
Service Commission Entwgy Gulf States, Inc. Company System Agreement, 

Production Cost Equalization. 

08102 ELOI- FERC Louisiana Public Entergy Services Inc. Modifications to the Inter- 
88000 Service Commission and the Enteqy Company System Agreement, 

OperaGng Companies Production Cost Equalization. 

11/02 02s-315EG CO CFBI Steel & Climax Public Service Co. of Fuel Adjustment Clause 
Molybdenum CO. Colorado 

01/03 U-17735 LA Louisiana Public Louisiana Coops Conbact Issues 
Service Commission 

02/03 02S594E CO Cripple Creek and Aquila, Inc. Revenue requirements, 
Victor GoM Mining Co. purchased power. 

04m3 u-26527 LA Louisiana Public Entergy Gulf States, Inc. Weather nomlitation, power 
Service Commission purchase expenses, System 

Agreement expenses. 

11/03 ER03-753-000 FERC Louisiana Public Enteqy Services, lnc. Propased modifmtions to 
Service Cornmission and the Enteqy Operating System Agreement Tariff MSM. 
Staff Companies 

11/03 ER03563-000 FERC Louisiana Public Entwgy Services, lnc., Evaluation of Wholesale Purchased 
ER03583-001 Service Commission the Enteergy Operating Power contracts. 
ER03-583-002 Companies, EWO Market- 

ER03-68 1-000, Power, lnc. 
ER03-681-001 

Ing, L.P, and Entergy 

ER03-682-000, 
ER03-682-001 
ER03-682-002 

12/03 U-27136 LA Louisiana Public 
Service Commission 

01/04 E-01345- AZ Kroger Company 
03-0437 

02104 00032071 PA Uuquesne Industrial 
Intervenors 

Entergy Louisiana, lnc. Evaluation of Wholesale Purchased 
Power Contracts. 

Arizona Public Service Co. Revenue allocation rate design. 

Ouquesne Light Company Provider of last resort issues 

J. KENNEDY AND ASSOCIATES, INC. 
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of 
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s of December 2012 

Public Service Company 
of Colorado 

Louisville Gas &Electric Co. 
Kentucky USlities Co. 

Aquiia, Inc. 

Purchased Power Adjustment Clause. 03104 

04/04 

06M4 

06/04 

10fl4 

03105 

06M5 

07/05 

09/05 

01/06 

03/06 

04/06 

06/06 

06/06 

03A436E GO 

200340433 KY 
200340434 

03s-539E CO 

R-00049255 PA 

04s-164E CO 

CaseNo. KY 
200440426 
Case No. 
2004-00421 

050045-El FL 

U-28155 LA 

CaseNos. WVA 
050402-E-CN 
050750-E-F'C 

2Oo500341 KY 

u-22092 LA 

U-25116 LA 

R-00061346 PA 
cwo1-0o(Kj 

R-00061366 
R-00061367 
P-00062213 

CF&l Steel, LP and 
Climax Molybedenurn 

Cost of Sewice Rate Design Kentucky Industrial Ut i l i  
Customers, lnc. 

Cripple Cwek, Victor Gold 
Mining Go., Gwdrich Corp., 
Hdcim (U.S.J8 Inc., and 
The Trane Co. 

Cost of S W ,  Rate Design 
lntermptib!e Rates 

PP& lnduslrial Customer 
Alliance PPLICA 

PPL Electric Utilities Corp. Cost of service, rate design, 
tariff issues and transmission 
service charge. 

Cost of service, rate design, 
lntemptibfe Rates. 

CFBI Steel Company, Climax 
Mines 

Publii Service Company 
of Colorado 

Kentucky Industrial 
Utility Customers, Inc. 

Kentucky Utilities 
Louisville Gas &Electric Co. 

Environmental mst mmy. 

South Florida Hospital 
and Healthcare Assoc. 

Florida Power & 
Light Company 

Entergy Louisiana, Inc. 
En!ergy GuHStatas, Inc. 

Mon Pwwer Co. 
Potomac Edison Co. 

Retail cost of service, rate 
design 

Independent Coordinator of 
Transmission - CosVBenefit 

Louisiana Public 
Service Comm'ksion Staff 

West Virginia Energy 
Users Group 

Environmental mst recovery, 
Securitization, Financing Order 

Kentucky Industrial 
Utili i Customersz Im. 

Kentucky Power Company Cost of service, rate design, 
transmission expenses. Congestion 
Cost R e c ~ v e ~ y  Mechanism 
Separation of EGSI into Texas and 
Louisiana Companies. 

Transmission Prudence Investigation 

Entergy Gulf States, Inc. Louisiana Public Service 
Commission Staff 

Entergy Louisiana, Inc. Louisiana Public Service 
Commission Staff 

Cost of Service, Rate Design, Transmission 
Service Charge, Tariff Issues 

Genemfon Rate Cap, Transmission Service 
Charge, Cost of Service, Rate Design, Tariff 
Issues 

Duquesne Industrial 
Intervenors & IECPA 

Duquesne Light Co. 

Metropolitan Edson Co. 
Pennsylvania Electric Co. 

Met-Ed Industrial Energy 
Users Group and Penelec 
Indusal Customer 

J. KENNJZDY AND ASSOCIATES, INC. 
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PO0062214 Alliance 

07/06 

07& 

OW6 

09x16 

11B6 

01107 

03197 

05107 

05m7 

06/07 

07197 

09/07 

1 lD7  

1108 

1/08 

u-22092 LA 
S U M  

Louisiana Public Service 
Commission Staff 

Entergy Gulf States, Inc. Separation of EGSl into Texas and 
Louisiana Companies. 

Environmental cwt recovery. Kentucky Industrial 
Utility Customers, Inc. 

Kentucky UtiliPes 
Louisville Gas B Electric Co. 

CaseNo. KY 
200600130 
Case No. 
200640129 

Old Dominion Committee 
For Fair U t i l i  Rates 

Appalachian Power Co. Cost Allocation, Allocation of Rev Incr, 
Off-System Sales margin rate treatment 

Revenue alllocatbn, cost of setvice, 
rate design. 

Rate unbundling issues. 

CaseNo. VA 
PUE-2006-00065 

Arizona Public Service Co. E41345A- A2 
05-081 6 

Krcger Company 

Doc. No. CT 
9741-15RE02 

Connecticut Industrial 
Energy Consumers 

West Virginia Energy 
Users Group 

Louisiana Public Service 
Commission Staff 

Ohio Energy Group 

Connecticut LighlB Power 
United Illuminatirg 

Mon Power Co. 
Potomac Edison Co. 

Entergy Gulf States, lnc. 
Entergy Louisiana, LLC 

Ohio Power, Columbus 
Southem Power 

PPL Electric Utilities Cwp. 

Retail Cost of Senrice 
Revenue apportionment 

Implementation of FERC Dedsion 
Jurisdictional &Rate Class Allocation 

CaseNo. WV 
060960-E-42T 

U-29764 LA 

CaseNo. OH 
07-63-EL-UNC 

Environmental Surcharge Rate Design 

R-00049255 PA 
Remand 

PPSL Industrial Customer 
Alliance PPLICA 

Cost of service, rate design, 
tariff issues and transmission 
setvice dlarge. 

Cost of service, rate design, 
tariff issues. 

ROO072155 PA PPBL Industrial Customer 
Alliance PPLICA 

PPL Electric Ufilities Cow. 

Dac.No. CO 
07F437E 

Gateway Canyons LLC Grand Valley Power Coop. Distribution Line Cost Allocation 

Doc. No. WI 
05-UR-103 

Wisconsin Industrial 
Energy Group. Inc. 

Louisiana Public 
Service Commission 
Staff 

Wisconsin Electric Power Co. Cost of Service, rate design, tariff 
Issues, IntermpCble rates. 

Proposed modifications to 
System Agreement Schedule MSS-3. 
Cost functionalhation issues. 

ER07-682400 FERC Entergy Services, Inc. 
and the Entergy Operating 
Companies 

Rocky Mountain Power 
(PacifiCorp) 

Ohio Edison, Toledo Edison 
Cleveland Eledric Illuminating 

Dac. No. WY 
20000-277-ER-07 

Cimarex Energy Company Vintage Pricing, Marginal Cost Pn'ang 
Projected Test Year 

CaseNo. OH 
07-551 

Ohio E n q y  Group Class Cost of Service, Rate Restnrcturing, 
Apportionment of Revenue Increase to 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurisdict. Party Utility Subject 

2108 ER07-956 FERC Louisiana Public Entergy Services, Inc. Entergfs Compliance Filing 
Rate Schedules 

Commission and the Entergy Operating System Agreement Bandwidlh 
Staff Companies Calculations. 

2108 DocNo. PA West Penn Power West Penn Power Ca. Default Service Plan issues. 
P-00072342 Industrial lntervenon 

3M8 DacNo. AZ Kroger Company Tucson Electric Power Co. Cost of Service, Rate Design 
E-01933A-05-0650 

051138 08-0278 WV West Virginia Appalachian Power Co. Expanded Net Energy Cost'ENEC 
E-GI Energy Useis Gmup American Electric Power Co. Analysis. 

6108 CaseNo. OH Ohio Energy Group Ohio Edison, Toledo Edison Recovery of Deferred Fuel Cost 
oai 24-EL-ATA Cleveland Electn'c lllumin~ng 

7 DocketNo. UT Kroger Company Rocky Mountain Power Co. Cost of Service, Rate Design 
0743593 

08/08 Doc.No. WI Wisconsin Industrial Wisconsin Power Cost of Service, rate design, tariff 
6680-UR-116 Energy Group, Inc. and Lght Co. Issues, InterrupCbk rates. 

09/08 Doc.No. WI Wisconsin Industrial Wisconsin Public Cost of Service, rate design, tariff 
669OUR-119 Energy Group, Inc. sennce co. Issues, lntemptible rates. 

09x18 Case No. OH Ohio Energy Group Ohio Edison, Toledo Edison Provider of Last Resort Competitive 
08-936EL-SSO Cleveland El& Illuminating Solkitation 

09/08 Case NO. OH Ohio Energy Group Ohio Edison, Toledo Edison Provider of Last Resort Rate 
08935-EL-SSO Cleveland Elecbic Illuminating Plan 

09/08 Case No. OH Ohio Energy Gmup Ohio Power Company Proder of Lsst Resort Rate 
08917-ELSSO Columbus Southern Power Co. Plan 
08-91 6-EL-SSO 

10108 2008-00251 KY Kentucky lmdustrial Utility Louisville Gas &Electric Co. Cast of Service, Rate Des!gn 
200840252 Customers, Inc. Kentucky UtiliEes Co. 

11108 081511 WV West Virginia Mon Power Co. Expanded Net Energy Cost 'ENEC 
E-GI Energy Users Group Potomac Edison Co. Analysis. 

11/08 M-2008- PA Met-Ed Industrial Energy Metropolitan Edison Co. Transmission Service Charge 
2036188, M- Users Group and Peneiec Pennsylvania Electric Co. 
2008-20361 97 lndustrial Customer 

Alliance 

01/09 ER08-1056 FERC Louisiana Public Entergy Sewkes, Inc Entergy's Compliance Filing 
Service Commission and the Entergy Operating System Agreement Bandwidth 

Companies Calculatim. 

J. KENNEDY AM) ASSOCIATES, INC. 
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Date Case Jurisdict. 

01/09 E-01345A- AZ 
08-0172 

5/09 PUE-2009 VA 
-00018 

5109 0901~1- wv 
EGI 

6109 PUE-2009 VA 
-00016 

6/09 PUE-2009 VA 
-00038 

7/09 080677-El FL 

8/09 U-20925 LA 
(RRF 2004) 

9/09 AL-299E co 

9/09 Doc. No. WI 
05-UR-104 

9/09 Doc.No. WI 
6680-UR-117 

1 W 9  DodtetNo. UT 
09-035-23 

1Ofl9 09AL-299E CO 

11/09 PUE-2009 VA 
-00019 

11fl9 091485 WV 
E? 

12/09 Case No. OH 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of December 2012 

Party Utility Subject 

Kmger Company Arizona Public Service Co. Cost of Service, Rate Design 

Kentucky Indusln'al Utilily 
Customers, Inc. 

VA Committee For 
Fair UCrii Rates 

West Virginia Energy 
users Group 

VA Committee For 
Fair USlity Rates 

Old Dominion Committee 
For Fair Utility Rates 

South Florida Hospital 
and Healthcare Assoc. 

Louisiana Public Service 
Commission Staff 

CWI Steel Company 
Climax Molybdenum 

Wisconsin industrial 
Energy Group, Inc. 

Wisconsin industrial 
Energy Group, Inc, 

Kroger Company 

CF81 Steel Company 
Climax Molybdenum 

VA Committee For 
Fair Utiliy Rates 

Wes! Virginia 
Energy Users Group 

Ohio Energy Group 

East Kenhhy Power 
Cooperab've, Inc. 

Dominion Virginia Transmission Cost Recovety 
Power Company Rider 

Appalachian Power 
Company 'ENEC" Analysis 

Dominion Virginia Fuel Cas! Recovety 
Power Company Rider 

Appalachian Power Fuel Cast R e m r y  
Company Rider 

Cost of Service, Rate Design 

Florida Power & 
Light Company 

Entergy Louisiana 
LLC 

Retail cost of swvice, rate 
design 

lntermptible Rate Refund 
Settlement 

Public Service Company 
of Colorado 

Wisconsin Electric Power Co. 

Energy Cost Rate issues 

Cost of Service, rate design, tariff 
Issues, lntermptible rates. 

Wisconsin Power 
and Cylht Co. 

Cost of Service, rate design, tariff 
Issues, lntempijble rates. 

Rocky Mountain Power Co. Cost of Service, Allocafon of Rev Increase 

Public Service Company 
of Colorado 

Cas! of Senke, Rate Design 

Dominion Virginia 
Power Company 

Moo Power Co. 
Potomac Edison Co. Analysis. 

Ohio Edison, Toledo Edison 
Cleveland Electnc Illuminating Plan 

Cost of Service, Rate Design 

Expanded Net Energy Cost 'ENEC" 

Provider of Last Resort Rate 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert ~~5~irnony 
of 

12/09 ERO9-1224 FERC Louisiana Public Entergy Services, Inc. Entergy's Compliance Filing 

12/09 

2/10 

311 0 

311 0 

411 0 

411 0 

4/10 

711 0 

09/10 

09/10 

11/10 

11/10 

12/10 

iZ10 

311 1 

CaseNo. VA 
PUE-200940030 

DocketNo. UT 
09035-23 

CaseNo. WV 
09-1352E42T 

E0151 MN 
GR09-I 151 

EL0961 FERC 

200940459 KY 

200940548 KY 
2009-00549 

R-2010- PA 
2161575 

2010-00167 KY 

10M245E CO 

10-0699- WV 
E42T 

Doc. No. WI 
4220-UR-116 

10AS54EG CO 

IO-2586-EL- OH 
sso 

20000-384- WY 
ER-10 

Service Commission and 6; Entegy Operating Systh  Agreement Bandwidth 
Companies Calculations. 

Appalachian Power Co. Old Dominion Committee 
For Fair U t i l i  Rates 

Cost Allocation, Allocation of Rev Increase, 
Rate Design 

Kroger Company Rocky Mountain Power Co. Rate Design 

West Virginia Energy Mon Power Co. Retail Cost of Sewice 
Users Group Potomac Edison Co. Revenue apportionment 

Large Power Intervenors Minnesota Power Co. Cost of Service, rate design 

Louisiana Public Service Entergy Services, Inc. System Agreement Issues 
Service Commission and the Entergy Operating Related ta olf-sptem sales 

Companies 

Kentucky IndusW Kentucky Power Company Cost of service, rate design, 
Utili Customers, Inc. transmission expenses. 

Kentu&y Industrial Utility 
Customers, Inc. Kentucky Utdifes Co. 

Philadeiphia Area Industrial 
Energy Users Group 

Kentucky Industrial Utility 
Customers, Inc. Cooperalive, Inc. 

UBI Steel Company 

Lwisvile Gas 8 Electric Go. C a t  of Sewice, Rate Design 

PECO Energy Company Cost of Service, Rate Design 

East Kentucky Power Cost of Serfice, Rate Design 

Public Service Company Ewnomic Impact of Clean Air Act 
Climax Molybdenum of Colorado 

West Virginia Energy Appalachian Power Cost of Service, Rate Design, 
Users Group Company Transmission Rider 

Wisconsin Industrial Northern States Power Cost of Service, rate design 
Energy Gmup. lnc. Co. Wismnsin 

CFBI Steel Company Public Service Company Demand Side Mangement 
Climax Molybdenum Issues 

Ohio Energy Gmup Duke E n q y  Ohio Provider of Last Resott Rate Plan 
Electric Security Plan 

Electric Cost of Senrice, Revenue Wyoming Industrial Energy 
Consumers Wyoming Apportionment, Rate Design 

Rocky Mountain Power 
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611 1 

611 1 

0711 1 

07/11 

0811 1 

0911 1 

09M 1 

10111 

i in i  

11111 

12/11 

311 2 

411 2 

5112 

611 2 

201140036 KY Kentucky Industrial Utility 
Customers, Inc. 

K q e r  Company 

Bg Rivers EIectric 
corporation 

Rocky Mountain PowerCo. 

Cost of Service, Rate Design 

Class Cost of SeFvice W e t N o .  UT 
10-035-124 

PUE-2011 VA 
40045 

U-29764 LA 

Case Nos. OH 
11346-EL-SSO 
11348-EL-SSO 

PUE-2011- VA 
00034 

2011-00161 KY 
201 1-00162 

Case Nos. otl 
11-346-EL-SSO 
11-348-EL-SSO 

11-0452 WV 
E-P-T 

11-1274 WV 
E? 

E-01345A- AZ 
11-0224 

E01345A- AZ 
11-0224 
CaseNo. KY 
2011-00401 

2011.00036 KY 
Rehearing Case 

2011-345 OH 
2011-348 

PUE-2012 VA 
4W51 

VA Committee For 
Fair U r l i  Rates 

Dominion Virginia 
Power Company 

Fuel Cost Recovery Rider 

Louisiana PublicSwvice 
Commission Staff 

Entergy GuCStates, Inc. 
Entergy Louisiana, LLC 

Enlergy System Agreement - Successor 
Agreement, Revisions, RTO Day 2 Market 
Issues 

Electric Security Rate Plan, 
Provider of Last Resort Issues 

Ohio Energy Group Ohio Power Company 
Columbus Soulhem Power Co. 

Old Dominion Committee 
For Fair Utili Rates 

Kentucky Industrial LMity 
consumers 

Ohio Energy Group 

Appalachian Power Co. Cost Allocation, Rate Recovery 
of RPS costs 

Louisville Gas & Electnc Co. 
Kentucky Utilities Company 

Ohio Power Company 
Columbus Soulhem Power Co. 

Environmental Cost Recovery 

Electnc Security Rate Plan, 
Stipulation Support Testimony 

West Virginia 
Energy Usen Group 

West Virginia 
Energy Users Group 

Kmger Company 

Mon Power Co. 
Potomac Edison Co. 

Mon Power Co. 
Potomac Edison Go. 

Arizona Publii Service Go. 

Energy Effiienqmemand Reduction 
Cost Recovery 

Expanded Net Energy Cost 'ENEC" 
Analysis. 

Decoupling 

Kroger Company 

Kentucky Indusbkl Utility 
Consumers 

Kentucb Industrial Ut i l i  
Customers, Inc. 

Ohio Energy Group 

Arizona Public Service Co. Cost of Service, Rate Design 

Envimnmental Cost Recovery Kentucky Power Company 

Bg Rivers Electric 
Corporation 

Ohio Power Company 

Cost of Service, Rate Desgn 

Electric Security Rate Plan 
Intermplible Rate Issues 

Fuel Cost Recovety 
Rider 

Appalachian Power 
Company 

Old Dominion Committee 
Fw Fair Utility Rates 
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Date Case Jurisdict. Party Utility Subject 
6112 1240012 TN 

611 2 

611 2 

6M 2 

711 2 

711 2 

8112 

911 2 

911 2 

11/12 

11112 

12/12 

12/12 

12/12 

1240026 

DocketNo. UT 
11-035-200 

12-0275- wv 
E-GLEE 

12-0399- WV 
E-P 

120015-EI FL 

201140063 KY 

CaseNo. KY 
201240226 

ER12-1384 FERC 

201240221 KY 
201 2-00222 

12-1238 WV 
E-GI 

12-1188- WV 
E-PC 

E41933A- AZ 
124291 

EL09-61 FERC 

U-29764 LA 

Eastman Chemical Co. Kingsport Power 
Air Products: and Chemicals, Inc. Company 

K q e r  Company 

West Vi in ia  Energy 
Users Group 

West Virginia Energy 
Users Group 

South Florida Hospital 
and Healthcare Assoc. 

Kentucky Industrial Utility 
Customers, Inc. 

Kentucky Indusbial Utility 
Consumers 

Louisiana Public Service 
Commission 

Kentucky Industrial Ulility 
Customers, lnc. 

West Virginia 
Energy Users Group 

West Virginia Energy 
Users Group 

Kmger Company 

Louisiana Public Service 
Service Commission 

Louisiana Public Service 
Commission Staff 

Rocky Mountain Power Co. 

Appalachian Power 
Company 

Appalachian Power 
Company 

Florida Power & 
light Company 

Big Riven Electric 
Corporation 

Kentucky Power Company 

Entergy SeNices, Inc. 

Louisville Gas & Electric Co. 
Kentucky UElities Co. 

Mon Power Co. 
Potomac Edison Co. 

Appalachian Power 
Company 

Tucson Electric Power 
Company 

Entergy Services, Inc. 
and the Entergy Operating 
Companies 

En tqy  Gulf States. 
Louisiana 

Demand Response Programs 

Class Cost of Service 

Energy Efficiency R ie r  

Expanded Net Energy Cost (‘ENEC”) 

Re%! cost of service, rate 
design 

Environmental Cost Remvery 

Real Time Pricing Tariff 

Entergy System Agreement, Cancelled 
Plant Cost Treatment 

Cost of Service, Rate Design 

Expanded Net Energy Cost 
Recovery Issues 

Securitization of ENEC Costs 

Lost Fked Cost 
Revenue Recovery Mechanism 

systwn Agreement Issues 
Related to off-system sales 
Damages Phase 

Purchased Power Agreement 
Conlrad Issues 
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A Reasonable Rate of Return on the Fair Value of 
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) Docket No. E-01933A-12-0291 

1 (COST OF SERVICE AND RATE DESIGN) I 
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